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SPECIAL  NOTICE 

Beginning  with  this  issue  No.  1  of  Volume  7,  all  business 
matters  relating  to  Rate  Research,  such  as  the  payment  of 
subscriptions,  will  be  handled  directly  by  the  main  office  of 
the  National  Electric  Light  Association,  29  West  39th 
Street,  New  York  City.  All  communications  relating  to 
subscriptions  and  all  checks  should  be  sent  to  the  Secretary, 
National  Electric  Light  Association,  29  West  39th  Street, 
New  York  City. 

Rate  Research  will  continue  to  be  published  from  Chicago 
and  all  inquiries  as  to  information  contained  in  Rate 
Research  and  other  editorial  matters,  should  be  addressed 
to  William  J.  Norton,  Editor,  111  West  Monroe  Street, 
Chicago,  Illinois. 

COMMISSION  DECISIONS 
NEW  YORK 

300 — Investment  and  Return 

Stadtlandek  and  Ewoldt  Complaints  v.  New  York  Edison  Com- 
pany, Alleging  that  the  Company's  Rates  Are  Excessive  and  Discrim- 
inatory. Decision  of  the  New  York  Public  Service  Commission 
(1-D)  Recommending  a  Reduction  in  Rates.     March  5,  1915. 

The  opinion  of  Commissioner  Williams  recommending  that  the  New 
York  Edison  Company  be  ordered  to  prepare  and  put  in  effect  a  new 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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schedule  of  rates,  based  upon  the  maximum  charge  of  8  cents  per  kilo- 
watt per  month,  was  adopted  as  the  final  order  of  the  Commission  in 
the  matter  of  the  Stadtlander  and  Ewoldt  Complaints.  Commissioner 
Maltbie  filed  an  opinion  recommendmg  a  greater  reduction  in  the 
rates.  Opinions  were  filed  by  the  other  commissioners  confirming  the 
opinion  of  Commissioner  Williams  and  this  opinion  was  adopted  by  a 
unanimous  vote. 

The  opinion  is  based  upon  the  fact  that  the  New  York  Edison  Com- 
pany's net  earnings  for  1913  amounted  to  $7,802,732  and  in  1914  to 
$7,150,000.  The  proposed  reduction  of  the  maximum  charge  to  eight 
cents  would  mean  a  saving  to  consumers  of  about  $2,000,000  a  year, 
and  this  would  still  leave  the  company  net  earnings  of  $5,800,000, 
which  would  be  a  return  of  nearly  6  per  cent  upon  $100,000,000.  The 
company  claims  a  value  of  something  like  $132,000,000.  Commissioner 
Maltbie,  in  his  opinion,  foimd  that  $60,000,000  was  the  maximum 
amount  upon  which  the  company  is  entitled  to  a  return.  Commis- 
sioner Williams,  without  definitely  fixing  the  valuation,  held  that 
$100,000,000  must  certainly  cover  ''the  capital  actually  expended  in  the 
enterprise." 

The  New  York  Edison  Company  has  accepted  the  order  fixing  the 
8  cent  maximum  with  the  understanding  that  the  renewal  of  lamps  free 
will  be  discontinued  and  lamps  will  be  renewed  at  cost.  A  schedule 
is  being  prepared,  which  will  ])e  submitted  to  the  Commission  for 
approval. 

224 — General  Powers  of  Commissions— Rates. 

A  general  discussion  of  the  Commission's  authority  over  rates  is  given 
in  Commissioner  William's  opinion,  as  follows: 

"I  think  it  is  well  to  bear  in  mind  that  the  statute,  when  construed 
by  Chief  Judge  Cullen  (Village  of  Saratoga  Springs  v.  The  Saratoga 
Gas  Company,  191  N.  Y.,  123),  merely  provided  that  the  Commis- 
sion, 'within  the  limits  prescribed  by  law,  may  fix  the  minimum 
price  of  gas  and  electricity,'  and  recourse  had  to  be  had  to  the 
common  law  to  read  the  word  'reasonable'  into  the  statute. 

"But,  since  Judge  Cullen's  opinion,  the  statute  has  been  amended, 
and  this  amendment  more  definitely  fixes  the  'limits  prescribed  by 
law'  by  adding  to  the  other  restrictions  under  §§71  and  72  the 
following:  'In  determining  the  price  to  be  charged  for  gas  or  elec- 
tricity the  Commission  may  consider  all  the  facts  which,  in  its 
judgment,  have  any  bearing  upon  a  proper  determination  of  the 
question,  although  not  set  forth  in  the  complaint  and  not  within  the 
allegation  contained  therein,  with  due  regard,  among  other  things, 
to  a  reasonable  average  return  upon  cai)ital  actually  exjx'nded  and 
to  the  necessity  of  making  a  reservation  out  of  income  for  surplus 
and  contingencies.' 

"I  refrain  from  characterizing  the  portion  of  the  amendment  which 
says,  in  effect,  that  the  C'onnnission  may  take  into  account  things 
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not  embraced  in  the  allegations  contained  in  the  complaint,  inas- 
much as  I  cannot  conceive  of  any  Commission  making  a  determina- 
tion upon  facts  which  the  corporation  affected  has  had  no  chance 
to  controvert  and  which  are  not  contained  in  the  record."  (Com- 
missioner William's  Opinion.) 

310— Valuation. 

No  valuation  of  the  Company's  property  had  been  made  as  a  basis  for 
rate  making,  and  the  justice  of  fixing  rates  without  a  valuation  was 
questioned.     Commissioner  McCall,  in  his  opinion,  says: 

"The  long  delay  that  would  necessarily  be  involved  in  an  appraisal 
or  valuation  of  the  property  of  this  company  is  a  deterrent  from 
insisting  upon  same  as  perhaps  the  only  method  of  reaching  any 
positive  solution  in  this  rate  question,  and  a  further  justification 
for  not  msisting  upon  it  is  to  be  found  in  the  fact  that,  in  my  judg- 
ment, we  have  sufficient  proof  before  us  to  justify  an  order  giving 
immediate  relief  from  conditions  that  demonstrate  that  the  earnings 
of  the  company  are  away  beyond  what  would  be  justified  as  a 
reasonable  average  return  by  the  most  favorable  finding  that  could 
possibly  be  reached  m  the  company's  favor  as  to  capital  actually 
expended,  etc.,  by  any  process  adopted  to  ascertain  same."  (Com- 
missioner McCaU's  Opinion.) 

Commissioner  Maltbie  points  out  that  the  company  has  been  given 
abundant  opportunity  to  make  a  valuation  as  the  case  has  been  pending 
about  three  years,  and  that  if  the  decision  is  delayed  in  order  to  make  a 
valuation  at  the  present  time  it  is  certain  that  about  two  years  would 
elapse  before  any  order  could  be  made.     He  says : 

"But  if  an  appraisal  is  so  necessary,  why  did  not  the  company 
prepare  one,  as  other  companies  have  done,  and  submit  it  when  an 
opportunity  was  given  the  company  to  submit  evidence?  Why  was 
the  question  not  raised  at  the  beginning  or  during  the  early  stages 
of  the  case?  Why  did  the  company  delay  until  the  case  had  once 
been  closed?  When  a  company  has  had  its  day  in  court  and  has  not 
submitted  evidence  it  considers  necessary  is  it  incumbent  upon  the 
Commission  at  the  end  of  three  years  to  go  over  the  whole  matter 
again  and  give  the  company  another  hearing?  If  an  appraisal  is 
absolutely  necessary  to  fix  fair  rates,  how  can  the  company  maintam 
that  its  rates  are  fair  and  reasonable  to  all  consumers,  when  it  has  had 
no  appraisal  and  when  its  rates  were  fixed  without  one? 

"But  however  culpable  the  company  may  be  and  however  unfair 
its  action,  a  postponement  of  a  decision  for  two  years,  or  until  an 
appraisal  is  made,  might  be  necessary,  if  rate  cases  have  not  been  and 
cannot  be  decided  without  appraisals.  But  as  a  matter  of  fact, 
hundreds  of  rate  cases  have  been  disposed  of  without  appraisals.  In 
some  instances  rates  have  been  lowered,  and  in  others  the  companies 
have  been  allowed  to  raise  rates.     While  an  inventory  and  appraisal 
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may  be  of  assistance  in  determining  with  great  precision  the  exact 
rate  for  each  class  of  consumers,  they  are  not  absolutely  necessary. 

"The  practice  of  the  Interstate  Commerce  Commission,  throughout 
its  entire  history,  has  been  to  reduce  rates,  allow  increases  or  dismiss 
complaints  without  resorting  to  appraisals.  In  the  very  important 
Eastern  and  Western  Rate  Advance  cases,  in  the  recent  proceedings 
before  the  Commission,  and  in  the  application  for  advances  now 
pending,  no  appraisals  have  been  made,  and  the  railroads  have  not 
contended  that  action  should  be  deferred  until  the  physical  valuation 
of  their  properties  has  been  completed.  I  have  been  unable  to  find 
any  decision  of  the  Federal  courts  overruling  a  decision  of  the  Com- 
mission because  an  appraisal  was  not  made. 

"The  question  of  valuation  for  rate-making  purposes  was  recently 
before  the  Massachusetts  Public  Service  Commission  in  the  Middlesex 
and  Boston  rate  case,  a  case  described  in  the  decision  as  'manifestly 
one  of  great  importance  ....  because  the  principles  which 
must  control  this  decision  may  be  of  far-reaching  importance  in 
affecting  the  rates  of  other  transportation  companies  under  the 
jurisdiction  of  this  Commission.'  This  case  was  decided  October  28, 
1914;  and  although  the  Massachusetts  statute  requires  the  Commis- 
sion to  give  'due  regard  among  other  things  to  a  reasonable  return 
upon  the  value  of  the  carrier's  property,'  and  although  counsel  for  the 
corporation  advocated  the  'reproduction  cost  of  the  property  now 
being  used,  less  depreciation  by  wear  and  tear  and  obsolescence,'  as 
the  measure  of  value,  the  Commission  did  not  base  its  decision  on  an 
appraisal.  In  the  view  of  the  Commission,  'this  theory  is  as  in- 
expedient as  it  is  unjust.' 

"The  decision  contains  the  following  expression: 

"  'What  the  public  interests  of  this  Commonwealth  obviously  need 
is  such  regulation  and  such  management  of  our  public  utilities  that 
the  rate-payers  may  always  feel  assured  that  their  rates  are  based 
upon  making  only  a  fair  and  adequate  return  upon  capital  which 
has  been  invested  for  their  convenience  and  benefit.'     .     .     . 

"  'So  far  as  we  are  aware,  there  has  never  been  any  decision  of 
any  court  which  is  binding  upon  this  Commission,  which  holds 
that  cost  of  reproduction  new,  with  or  without  depreciation,  is  a 
controlling  factor  in  the  fixing  of  value  for  rate  making  purposes.' 

•  •  •  • 

"Similar  decisions  might  be  cited  from  other  states,  and  the  Legis- 
lature of  this  state  in  1905,  when  it  reduced  the  maximum  charge  for 
electric  current  from  15  to  10  cents,  had  before  it  no  appraisal  of  the 
property.  Its  action  followed  an  examination  of  the  records  of  the 
companies  made  by  a  committee  of  which  Mr.  Charles  E.  Hughes 
was  counsel.  The  Edison  Company  did  not  attack  the  Act  of  the 
Legislature  in  the  courts. 

"Whether  the  record  in  this  case  is  sufficient  to  warrant  a  reduction 
in  rates  can  only  be  determined  by  an  examination  of  the  evidence, 
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but  there  is  nothing  in  the  law  or  in  equity  that  would  justify  this 
Commission  in  taking  the  stand  that  it  will  not  alter  a  single  rate  of 
the  New  York  Edison  Company  until  an  appraisal  has  been  made." 

In  a  supplementary  opinion  by  the  same  Commissioner,  he  again  refers  to 
the  matter,  as  follows: 

"With  reference  to  the  necessity  for  an  appraisal,  counsel  for  the 
Merchants  Association  has  cited  a  number  of  cases  in  which  appraisals 
were  ordered,  but  he  has  failed  to  produce  a  single  decision  which 
holds  that  an  inventory  and  appraisal  must  be  made  before  any 
revision  of  rates  may  be  ordered.  In  any  rate  case,  the  value  of  the 
property  used  in  behalf  of  the  public  is  a  very  important  consider- 
ation, but  it  is  not  necessary  that  the  value  be  decided  on  the  basis  of 
opinions  of  engineers  and  experts  rather  than  on  the  basis  of  the  facts 
as  revealed  by  the  books  and  records  relating  to  the  property  of  the 
corporation.  The  Commission  is  agreed  that  relief  in  the  pending 
cases  shall  not  be  withheld  until  an  appraisal  in  made."  (Com- 
missioner Maltbie's  Opinion.) 

312.4— Patents. 

In  regard  to  the  company's  claim  for  the  value  of  patent  rights,  Com- 
missioner Maltbie  says: 

"Patents  or  licenses  under  patent  rights  appear  on  the  balance 
sheets  of  the  absorbed  companies  at  $4,259,000.  One  witness 
testified  that  the  original  patents  have  expired.  Obviously,  if  they 
have  ceased  to  exist,  they  should  not  be  valued  as  property  used  in 
supplying  current.  These  very  patents  were  dealt  with  by  the 
legislative  committee  in  1905,  which  refused  to  include  them  in  the 
property  valued.  Similar  action  was  taken  by  the  Public  Service 
Commission  for  the  Second  District  in  Fuhrmann  vs.  Buffalo  General 
Electric  Co.  (3  P.  S.  C.  R.  [2d  Dist.  N.  Y.],  739).  The  Wisconsin 
Railroad  Commission,  in  a  recent  decision  (City  of  Milwaukee  v. 
Milwaukee  Electric  Railway  &  Light  Co.,  10  W.  R.  C.  R.,  1,  92), 
refused  to  include  patent  rights  in  its  valuation  of  property,  taking 
the  position  that  'the  price  paid  for  such  rights  would  seem  to  be 
operating  expenses  rather  than  capital  charges,'  and  that,  'if  regarded 
as  capital  rather  than  capital  charges  at  all,  they  should  be  WTitten 
off  during  the  life  of  these  rights  from  the  profits  for  which  they  are 
responsible.' 

"It  is  unnecessary  to  discuss  the  questions  which  arise  in  this  connec- 
tion, for  the  profits  have  been  ample  to  pay  a  fair  rate  of  return  and 
still  permit  the  company  to  write  off  the  entire  book  cost  of  all 
patents."     (Commissioner  Maltbie's  Opinion.) 

312.8 — Discarded  Property. 

The  following  is  from  the  same  opinion : 

"The  amount  of  $19,000,000  covers  the  book  cost  of  electric  property 
belongmg  to  all  the  companies  in  Manhattan  and  the  Bronx.  These 
companies   were  originally  competitors,   and   their  franchises  and 
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operating  territories  overlapped.  There  was  doubtless  much  dupli- 
cation of  property,  and  the  total  cost  was  probably  much  in  excess 
of  the  cost  of  a  single  system  adequate  to  supply  the  entire  territory. 
Corporate  consolidation  and  the  establishment  of  a  unified  system 
either  immediately  or  ultimately  rendered  considerable  property 
useless,  this  being  the  usual  result  of  such  consolidations.  It  may 
fairly  be  argued  that  the  inclusion  of  all  property  and  the  use  of  its 
cost  as  a  factor  in  determining  the  amount  upon  which  the  company 
is  entitled  to  a  fair  return,  is  unfair  to  the  consumer,  as  it  practically 
capitalizes  against  him  the  cost  of  establishing  a  monopoly.  Un- 
doubtedly the  present  consumer  should  not  be  called  upon  to  pay  a 
return  upon  property  which  has  ceased  to  be  used  or  which  has  been 
eliminated  because  of  duplication  in  cavse  of  consolidation.  But  the 
evidence  does  not  indicate  fully  to  what  extent  property  was  elimi- 
nated as  the  result  of  combination,  and  no  deduction  is  made,  there- 
fore, from  the  amount  of  $19,000,000  for  such  items."  (Commis- 
sioner Maltbie's  Opinion.) 

315.1— Going  Value. 

In  regard  to  going  value,  Commissioner  Maltbie  says: 

"From  these  facts  it  is  certain  that  the  earnings  of  the  Edison  Com- 
pany have  been  sufficient  to  pay  investors  more  than  a  fair  return 
on  the  capital  actually  invested  for  the  entire  period  of  operation. 
Therefore,  following  the  decision  of  the  Court  of  Appeals  in  the 
Kings  County  Lighting  Company  case,  there  is  nothing  to  be  added 
to  the  operative  property  for  'going  value.'  The  public  has  already 
borne  the  cost  of  establishing  the  business."  (Commissioner 
Maltbie's  Opinion.) 

351 — Revenue. 

Commissioner  Maltbie  states  that  any  reduction  in  the  company's 
rates  will  stimulate  the  use  of  electricity  and  in  all  probability  will  not 
cause  a  corresponding  reduction  in  the  company's  revenues: 

"The  company's  experience  with  rate  reductions  confirms  this  view. 
Its  most  recent  reduction  became  effective  July  1,  1911.  The  Com- 
pany estimated  that  as  a  result  of  lowering  its  charge  and  of  changing 
its  schedule  in  other  ways,  its  revenue  would  be  reduced  by  over 
$1,250,000,  upon  the  basis  of  actual  sales  for  the  previous  year. 
But  the  actual  gross  profits  from  sales  of  electricity  show  that  such 
a  loss  was  not  realized.  The  figures  for  profits  for  the  period  1910- 
1913  are  as  follows: 

1910 $7,365,864 

1911 7,524,141 

1912 7,370,23() 

1913 7,802,732 

"Although  the  new  rates  went  into  effect  July  1,  1911,  their  operation 
during  tlie  last  six  months  of  the  year  did  not  serve  to  re(luce  tlie 
profits  for  the  whole  year  (1911)  below  the  figures  for  1910.  The 
full  effect  of  the  reduction  should  appear  in  1912,  the  first  complete 
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year  under  the  new  rates,  but  the  profits  for  tliat  year  were  only 
$175,000  below  those  for  1911,  and  exceeded  those  for  1910,  and  in 
1913  they  were  actually  greater  than  in  any  prior  year."  (Commis- 
sioner Maltbie's  Opinion.) 

352 — Expense. 

''Complaints  called  attention  to  many  questionable  items  included 
by  the  company,  such  as  its  contribution  towards  the  publication  of 
a  journal  conducted  in  opposition  to  municipal  o^^^lership.  If  the 
company  makes  donations  for  political  or  semi-political  purposes,  it 
should  charge  them  to  profit  and  loss,  not  to  expense  accounts  paid 
by  the  consumers. 

"I  conclude  that  the  profits  of  the  company  are  far  more  than  the 
statutory  requirement  of  'a  reasonable  average  return  upon  capital 
actually  expended,'  with  due  regard  'to  the  necessity  of  making 
reservations  out  of  income  for  surplus  and  contingencies.'  " 
(Commissioner's  Maltbie's  Opinion.) 

360 — Depreciation . 

"Under  accounting  regulations  in  effect  January  1,  1909,  the  Com- 
mission requires  a  charge  under  operating  expenses  to  cover  wear 
and  tear  not  made  good  by  repairs,  obsolescence  and  inadequacy,  such 
portion  of  the  life  of  intangible  fixed  capital  as  has  expired  or  been 
consumed,  and  'the  amount  estimated  to  be  necessary  to  provide  a 
reserve  to  cover  the  cost  of  property  destroyed  by  extraordinary 
casualties.'  The  Commission  has  not  issued  any  Orders  prescribing 
the  method  of  arriving  at  the  amount  to  be  set  aside,  leaving  this  for 
the  time  being  to  the  judgment  of  the  corporation,  but  requiring  that 
it  be  based  on  a  rule  determined  by  the  accounting  corporation  and 
filed  with  the  Commission.  'Such  rule  may  be  derived  from  a  con- 
sideration of  the  said  corporation's  history  and  experience  during 
the  preceding  five  years,  and  the  accrual  may  be  on  the  basis  of 
kilowatt-hours  sold.'  The  company,  by  resolution  of  its  Board  of 
Directors,  on  May  31,  1905,  set  aside  1  cent  per  kilowatt-hour  on 
current  sold  to  general  consumers  'to  cover  deterioration,  renewals, 
extraordinary  wear  and  tear,  replacements  and  other  contingencies' 
to  be  credited  to  'renew^als  and  contingencies.'  'The  contingencies 
for  which  a  reserve  is  desired,'  the  resolution  continues,  'are: 

"  'Deterioration  in  the  value  of  wasting  assets; 

"  'Renewals  for  extraordinary  wear  and  tear  not  otherwise  covereci 
in  repair  account; 

"  'Replacing  of  apparatus  in  good  condition  with  improved  type  of 
apparatus; 

"  'Unusual  accidents  by  explosion  or  fire  in  station  or  street; 

"  'Fluctuation  in  volume  of  business  and  cost  of  materials.' 

"This  charge  of  1  cent  per  kilowatt-hour  on  current  sold  to  general 
consumers  is  in  addition  to  the  actual  expenditures  for  repairs. 
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"It  should  be  observed  that  two  of  the  items  for  which  the  company 
makes  provision  are  not  in  accordance  with  the  Commission's 
accounting  order.  No  charge  can  properly  be  made  to  operating 
expenses  to  provide  for  fluctuations  in  the  volume  of  business  and  cost 
of  materials.  It  is  the  function  of  the  company's  surplus  account  to 
take  care  of  fluctuations  in  the  volume  of  business,  and  the  surplus 
of  this  company,  nearly  $30,000,000  accumulated  in  less  than  fourteen 
years,  is  certainly  ample  for  this  purpose.  Materials  are  charged 
to  operating  expenses  or  to  capital  at  cost.  To  enter  a  charge  under 
operating  expenses  for  fluctuation  in  the  cost  of  materials  is  to 
introduce  a  double  charge  for  the  same  thing."  (Commissioner's 
Maltbie's  Opinion.) 

540 — Minimum  Charge. 

The  opinion  of  Commissioner  Williams  which  was  adopted  by  the 

Commission  was  not  in  favor  of  establishing  a  customer  charge.      He 

says : 

"It  is  estimated  that  there  are  twenty-eight  thousand  customers 
of  the  Edison  Company  who  would  never  get  any  benefit  if  a  'meter 
charge'  were  imposed.  It  is  admitted  that  this  meter  charge  would 
allow  the  company  to  take  $1,000,000  a  year  from  its  customers,  and 
it  appears  that  this  would  come,  for  the  most  part,  from  those  who 
can  least  afford  it." 

Commissioner  Maltbie  disapproves  of  the  action  of  the  Commission 

and  discusses  the  matter  as  follows : 

"The  refusal  of  the  Commission  to  adopt  a  meter,  consumer  or  mini- 
mum charge  is  directly  contrary  to  the  evidence.  The  record  shows 
clearly  that  there  are  certain  costs  which  have  no  direct  relation  to 
the  amount  of  current  consumed.  They  are  nearly  the  same  whether 
the  consumption  is  small  or  large.  Not  only  are  these  facts  recog- 
nized by  many  companies,  but  most  of  the  recent  decisions  of  state 
commissions  in  electric  rate  cases  have  approved  or  required  the 
establishment  of  a  meter,  consumer  or  minimum  charge.  (See,  for 
example.  In  re  Minimum  Monthly  Charge  for  Lighting  Service, 
1  N.  J.  Pub.  Utilities  Com.  Rep.  235;  Pillsbury  vs.  People's  Gas 
Light  Co.,  4  N.  H.  P.  S.  C.  Rep.  337;  Weaver  vs.  Kirksville  Light, 
Power  &  Ice  Co.,  1  Mo.  P.  S.  C.  Rep.  149;  City  of  Ripon  vs.  Ripon 
Light  &  Water  Co.,  5  Wis.  R.  C.  Rep.  41;  Bucyrus  Electric  Case, 
decided  by  Ohio  Public  Utilities  Commission  October  15,  1914). 
The  Public  Service  Commission  for  the  Second  District  has  followed 
the  same  course  (cf.  Fuhrmann  vs.  Buffalo  General  Electric  Co., 
3  P.  S.  C.  R.  [2nd  Dist.  N.  Y.]  739,  791-2,  796). 
"If  a  meter  charge  is  not  to  be  adopted,  the  factor  ought  to  be  em- 
bodied in  a  schedule  of  rates  in  some  other  way.  But  to  disregard  the 
fact  of  fixed  expenses  in  framing  a  schedule  of  rates  and  to  say  that 
all  persons  consuming  less  than  500  or  1,000  kw.  hrs.  monthly  must 
pay  the  same  rate — 8  cents  per  kw.  hr. — is  illogical,  contrary  to  the 
evidence,  and  will  continue  certain  unjust  discriminations  which  are 
now  part  of  the  rate  schedule  of  the  New  York  Edison  Company. 
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612— Power. 

"Further,  the  adoption  of  an  8  cent  maximum  rate  for  Ijoth  light 
and  power  is  illogical  and  in  no  way  justified.  The  record  shows 
that  the  cost  of  free  lamp  renewals  is  approximately  one-half  cent 
per  kw.  hr.  This  is  an  expense  which  is  not  incurred  in  connection 
with  the  power  business.  The  company  recognizes  this  in  its  rate 
schedule,  and  accordingly  makes  the  maximum  rate  for  lighting  one- 
half  cent  less  than  the  rate  for  power,  and  makes  still  further  con- 
cession to  power  customers  using  more  than  200  kw.  hrs.  The  power 
busmess  is  to  a  great  extent  lousiness  off  peak,  and  far  less  subject  to 
seasonal  fluctuation  than  lighting.  There  is,  therefore,  no  justifi- 
cation for  making  the  same  maximum  rate  apply  to  power  as  well  as 
to  lighting."     (Commissioner  Maltbie's  Opinion.) 

611.5— Wholesale. 

"Another  feature  of  the  rate  schedule  at  present  in  force  seems 
to  me  works  a  discrimination  against  many  of  the  users  of  electricity 
in  the  city.  O^VTiers  and  agents  of  apartment  houses  and  loft 
buildings  secure  current  at  the  wholesale  rate  (5c)  and  retail  it  to 
their  tenants  at  10  cents  per  kw.  hr.  The  electric  light  companies 
install  separate  meters  for  each  and  read  the  meters.  All  the  agent 
or  owner  has  to  do  for  his  five  cents  per  kw.  profit  or  more  is  to  make 
out  and  collect  the  bills.  As  the  arrangement  between  the  landlord 
and  his  tenant  is  a  matter  which  is  in  the  form  of  a  contract  (this 
generally  in  the  lease),  I  think  it  is  clear  that  we  have  no  right  to 
interfere.  The  tenant  may  pay  the  landlord  anything  he  wishes, 
but  I  think  that  if  the  landlord  wants  to  take  advantage  of  the 
wholesale  rate  and  retail  it  out  to  his  tenants,  he  should  furnish 
the  meters  and  read  them,  as  well  as  collect  the  bills.  In  other 
words,  that  but  one  meter  should  be  furnished  or  read  for  each 
wholesale  customer  of  this  class.  This,  with  the  reduction  in  rate 
which  I  have  reconmiended,  and  which  reduction  the  landlord  will 
necessarily  have  to  meet,  I  believe  will  largely  do  away  with  the 
causes  of  complaint  in  cases  of  this  kind."  (Commissioner  Williams' 
Opinion.) 

Commissioner  IMaltbie  criticises  the  disposition  of  this  matter  in  the 
majority  opinion,  and  says: 

"It  should  be  pomted  out  further  that  the  adoption  of  an  8-cent 
maximum  without  any  meter  charge  fails  to  reach  the  problem  of 
discrimination  under  the  landlord  and  tenant  contracts.  The 
effect  would  be  to  reduce  somewhat  the  profit  of  the  landlords  and 
to  prevent  the  landlords  of  small  buildings  from  reaping  any  profit 
but  the  large  landlords  would  still  make  a  profit.  The  expedient 
suggested,  namely,  that  the  landlord  be  required  to  provide  his 
oAvn  meters  and  that  the  Edison  Company  be  prohibited  from 
pro^•idmg  more  than  one  meter,  is  highly  unsatisfactory.  It  will 
give  the  tenant  no  redress  in  case  he  complains  about  the  accuracy 
of  a  meter.  Under  present  conditions,  the  meters  belong  to  the 
Edison  Company,  and  are  subject  to  the  supervision  of  the  Public 
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SerA'ice  Commission.  If  the  service  is  unsatisfactory,  the  tenant 
may  appeal  to  the  Commission.  But  the  landlords  will  be  beyond 
the  pale  of  regulation,  and  the  Commission  will  be  powerless  to  aid 
the  tenants.  Further,  the  limitation  of  one  meter  per  consumer, 
will  fall  harshly  upon  many  who  wish  separate  meters  to  register 
consumption  on  separate  circuits  or  for  distinct  uses.  If  a  consumer 
wants  several  meters,  he  ought  to  be  allowed  to  have  them,  provided 
he  pays  accordingly.  This  he  would  be  required  to  do  if  a  schedule 
of  meter  charges  were  established."  (Commissioner  Maltbie's 
Opinion.) 


NEW  JERSEY 

540 — Minimum  Charge. 

Application  of  the  Wild  wood  Anglesea  and  Holly  Beach  Gas  Com- 
pany, for  Authority  to  Put  in  Effect  a  Minimum  Charge  For  Gas  Ser- 
vice. Decision  of  the  New  Jersey  Board  of  Public  Utility  Com- 
missioners, Granting  the  Apphcation,  January  18,  1915. 

The  Wildwood  Anglesea  and  Holly  Beach  Gas  Company  applied  for  the 
approval  of  a  minimum  charge  of  $1.00  per  month  per  meter.  In 
regard  to  testimony  submittecl  showing  the  revenues  and  expenses  of 
the  Company  the  Commission  says : 

"Analysis  of  the  figures  shows  that  the  company  is  not  in  a  position 
to  pay  any  dividends  on  its  stock,  although  interest  has  been  paid  on 
the  bonds  for  some  short  time  past.  The  indications  are  that  the 
institution  of  a  minimum  charge  would  add  somewhat  to  the  reve- 
nues of  the  company,  but  not  in  sufficient  amount  to  greatly  affect 
the  gross  revenues." 

The  tabulation  submitted  by  the  company  was  analyzed  by  Mr.  Betts, 
the  engineer  of  the  Board,  and  rearranged  in  accordance  with  his  views 
regarding  the  proper  method  of  classifying  the  various  expenses.  The 
Board  says: 

'Tt  should  be  noted  that  hardly  any  two  persons  will  classify  these 
expenses  in  exactly  the  same  way  but  the  company's  auditor,  Mr. 
Lightfoot,  has  taken  each  item  of  expenses,  and  has  placed  it  in  one 
or  the  other  class  without  attempting  to  divide  it. 

"On  the  other  hand,  Mr.  Betts  has  divided  certain  items  of  expense 
in  accordance  with  his  opinion  as  to  what  extent  the  expenses  arc 
proportionate  to  the  number  of  customers  or  to  the  demand  on 
plant,  as  may  be  the  case  with  each  item." 

The  expenses  proportionate  to  the  number  of  consumers  are  found  to 
be  $1.32  per  consumer  per  annum.  The  expenses  proportionate  to 
demand  are  found  to  be  $7.98  per  consumer  per  annum,  making  a  total 
of  $9.30  per  consumer  per  annum  or  77.5  cents  per  consumer  per  month. 
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The  decision  says: 

"The  minimum  imposed  upon  the  user  of  the  smallest  amount  of 
gas  ought  not  exceed  $9.30  if  the  above  classification  is  approxi- 
mately correct. 

"The  company's  petition  is  for  the  approval  of  a  minimum  charge 
of  SI  per  month,  applicable  in  those  months  when  the  consumer's 
premises  are  occupied.  Under  this  method,  if  the  premises  were 
occupied  for  less  than  one  month,  the  minimum  would  not  exceed 
Sl.OO  which,  it  will  be  seen,  is  inadequate  to  compensate  the  company 
for  the  expenses  involved  m  connection  with  the  work  of  connecting 
and  disconnecting  service,  reading  the  meters,  bookkeeping,  and 
\'arious  other  absolutely  necessary  expenses.  On  the  other  hand,  if 
the  minimum  charge  of  $1.00  per  month  was  to  apply  for  each 
month  of  the  year  where  the  premises  are  occupied  continuously, 
it  will  be  noted  that  the  minimum  charge  would  then  probably  be 
in  excess  of  the  necessary  minimum.  An  average  of  75  cents  per 
month  for  the  whole  year  would  probably  be  sufficient  to  compen- 
sate the  company  for  any  ordinary  case  which  might  arise." 

It  will  be  noted  that  the  minimum  covers  only  demand  and  consumer 
charges.  The  output  charges  are  not  considered.  Under  such  a  provi- 
sion the  company  receives  no  compensation  for  gas  furnished  under 
the  minimum. 

WISCONSIN 

300 — Investment  and  Return. 

Application  of  the  Clark  County  Telephone  Company  For  Authority 
to  Increase  Rates.  Decision  of  the  Wisconsin  Railroad  Commission, 
Granting  the  Application.     February  4,  1915. 

The  Company  asked  for  authority  to  put  in  effect  a  new  schedule  of 
rates  providing  an  increase  in  revenue  on  the  ground  that  the  present 
rates  are  insufficient  to  meet  the  demands  for  adequate  ser^•ice  and  to 
provide  a  satisfactory  return  upon  the  investment.  The  probable 
annual  increase  in  revenues  under  the  proposed  rates  was  estimated 
and  it  was  found  that  the  total  probable  revenues  above  expen.ses, 
including  taxes  but  not  including  interest  and  depreciation,  would  be 
$5,548.37.  The  tentative  valuation  of  the  Commission  showed  the 
cost  new  of  the  physical  property  to  be  $32,750,  with  a  present  value 
of  $27,868. 

The  Commission  says: 

"Without  attempting  to  fix  definitely  upon  the  fair  value  of  this 
property,  it  appears  reasonable  in  this  case,  in  view  of  the  appar- 
ently excellent  condition  in  which  the  system  is  at  present,  to  provide 
for  interest  and  depreciation  an  amount  equal  to  about  14  per  cent 
of  the  cost  new  of  the  property,  or  $4,543.     It  would  appear  from 
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this  that  the  probable  revenues  to  be  obtained  are  slightly  more  than 
$1,000  above  the  revenue  requirements." 

The  Commission  points  out  that  this  apparent  surplus  will  be  reduced 
by  certain  prompt  payment  discounts  and  by  salary  increases  for  the 
year.     The  company  is  authorized  to  put  in  effect  the  rates  applied  for. 


PENNSYLVANIA 


831 — Purchase  by  Municipality. 

Application  of  the  Borough  of  Gallitzin  for  the  Approval  of  the 
Acquisition  and  Construction  of  a  System  of  Water  Works.  Decision 
of  the  Pennsylvania  Public  Service  Commission,  Granting  the 
AppHcation,  January  21,  1915. 

The  Borough  of  Gallitzin  applied  for  the  approval  of  the  construction 
of  a  system  of  water  works  in  the  Borough.  The  Cambria  County 
Water  Supply  Company  protested  against  the  approval  of  the  applica- 
tion. This  company  is  at  present  operating  in  the  borough,  but  is 
unable  to  furnish  an  adequate  supply  of  water. 

''The  main  question  raised  by  the  protestant  is  that  a  certificate  of 
public  convenience  granting  the  borough  the  right  to  erect  a  system 
of  water  works  should  not  be  issued  by  the  Commission  until  the 
borough  had  agreed  to  take  over  at  a  fair  valuation  the  mains  and 
water  lines  of  the  protesting  company.  It  no  doubt  would  be  very 
advantageous  that  a  duplication  of  mains  and  water  lines  should  not 
be  made  in  the  borough,  but,  under  the  circumstances,  it  does  not 
seem  just  and  proper  that  the  Commission's  approval  of  the  right 
of  the  borough  to  construct  a  system  of  water  works  should  be  with- 
held until  the  company  and  the  borough  had  agreed  upon  the  price 
to  be  paid  for  said  property  of  the  water  company.  This  view  is 
strengthened  by  the  fact  that  the  borough,  in  addition  to  the  approval 
of  this  Commission,  must  also  obtain  permits  from  the  Commissioner 
of  Health  and  the  Water  Supply  Commission,  and  by  proper  muni- 
cipal action  secure  estimates  of  the  prol)able  cost  of  the  system.  It 
would  be  illogical  to  compel  the  borough  to  enter  into  an  agreement 
to  purchase  any  or  all  of  the  property  of  the  protesting  company 
before  it  knew  that  the  proposed  supply  of  water  which  it  hoped  to 
obtain  would  be  approved  l)y  the  Connuissioner  of  Health  and  the 
Water  Supply  Commission. 

"The  Commission  is,  therefore,  of  the  opinion  that  the  petition  in 
this  case  should  be  appro^Td  and  a  certificate  of  public  convenience 
issued,  leaving  the  question  as  to  what  is  a  fair  valuation  for  the 
property  of  the  Caml)ria  County  Water  Supply  Company  to  be 
determined,  if  desired,  at  a  later  hearing,  and  an  order  will  there- 
fore be  issued." 
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REFERENCES 
RATES 


510— Forms  of  Rates. 

Combined    Flat    Rate    and    Meter    Rate,    by    Franklin  Punga, 

Abstract  of  Article,  ]2  page.  Electrical  World,  March  27,  1915.  p.  788. 

An  article  on  electric  rate  making  by  Franklin  Punga,  which  appeared  in  Elek. 
u.  Mnsch  (Vienna),  January  31,  1915,  is  abstracted,  in  which  the  author  advocates 
a  method  of  charging,  explained  as  follows:  The  customer  agrees  upon  a  normal 
kilowatt  consumption  which  determines  what  his  flat  rate  will  be.  A  meter  is 
used  which  registers  separately,  first,  the  kilowatt-hours  consumed  above  the 
agreed  normal  kilowatt  consumption,  and,  second,  the  kilowatt-hours  not  con- 
sumed below  the  agreed  normal  kilowatt  consumption.  For  the  former,  the 
peak  kilowatt-hours  consumed,  a  charge  is  made  at  a  comparatively  high  rate, 
while  for  the  latter,  the  valley  kilowatt-hours  not  consumed,  allowance  is  made 
on  the  bill  at  a  comparativeh'  low  rate.  According  to  the  normal  kilowatt  con- 
sumption agreed  upon  by  the  consumer,  the  latter  is  at  liberty,  to  a  certain  extent, 
to  determine  the  flat  rate  himself.  The  author  outlines  the  method  of  computing 
the  flat  rates  based  on  the  normal  kilowatt  consimiption,  the  additional  charge 
for  the  additional  peak  consumption,  and  the  refund  or  rate  for  the  valley  non- 
consumption. 

An  editorial  on  the  above  (p.  771),  states  that  this  plan  of  charging  provides  an 
interesting  combination  of  a  meter  charge  depending  on  demand,  combined  with 
a  stand-by  charge  based  on  the  general  average,  and  is  capable  of  application 
to  widely  diverse  conditions.  The  editorial  says,  however,  that  from  the  stand- 
point of  American  conditions,  the  requirement  of  special  metermg  apparatus  is 
rather  forbidding,  and  simpler  methods  of  charging  have  proven  more  satisfactory 
in  actual  jiractice. 

620 — Factors  Affecting  Rates. 

Factors  In  Rate  Making,  bv  Arthur  S.  Ives.  3  pages  (Continued), 
Electrical  World,  March  27,  1915.     p.  783. 

The  paper  discusses  considerations  that  govern  rates  and  new  forms  of  utility 
schedules.  The  paper  is  to  be  continued  and  will  be  abstracted  in  Rate  Research 
when  it  has  been  published  in  full. 
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310— Valuation. 

The  Distinction  Bet\^'een  Cost  and  Value.      }{   page.  Electrical 
World,  March  27,  1915.     p.  782. 

An  abstract  is  given  of  the  address  of  Mr.  Kempster  B.  Miller,  before  the  National 
Independent  Telephone  Association,  at  Chicago.     The  importance  of  carefully 
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distinguishing  between  cost  and  value  is  pointed  out.  Value  is  likely  to  differ 
wideh-  from  cost,  and  the  more  widely  the  two  are  separated  in  point  of  time,  the 
greater  is  the  difference  likely  to  be.  On  the  other  hand,  when  the  date  of  cost 
and  the  date  of  valuation  are  coincident,  cost  is  likely  to  be  a  fair  measure  of  value. 
It  is  for  this  reason  that  the  courts  have  held  that  the  cost  of  reproduction  is  one 
of  the  important  things  to  consider  in  arriving  at  the  value  of  a  physical  property. 


PUBLIC  SERVICE  REGULATION 


200 — Public  Service  Regulation — Law  and  Practice. 

Public  Service,  Letter  by  Theodore  N.  Vail,  Accompanying  the 
Annual  Report  to  the  Stockholders  of  the  American  Telephone  and 
Telegraph  Company,  for  the  Year  1914.    9  pages.    Pamphlet,  p.  63. 

The  relation  of  the  public  to  public  utilities,  the  dependence  of  one  upon  the  other, 
and  the  effect  of  regulation  and  other  factors  in  present  conditions  surroimding 
the  industry,  are  discussed.     The  writer  says  in  part: 

"Control  and  Regulation  can  make  unnecessary  demands  upon  the  time  of 
those  who  are  responsible  for  operation;  thej'  can  become  destructive  instead 
of  constructive;  they  can  bj-  delay  paralyze  commerce;  thej-  can  through  the 
ine.xperienced  in  operation,  impose  imhecessary  burdens  and  unnecessary 
expenditure  upon  corporations;  they  can  impose  or  require  too  many  regu- 
lations and  theories  of  operation  and  too  many  undeveloped  experiments  in 
plant  and  equipment;  they  can  very  easily  run  into  operation.  Demands  of  labor 
for  increased  wages  and  shorter  hours,  and  demands  of  the  public  for  increased 
service,  must  be  met  by  increased  revenue  produced  by  increased  rates.  The 
application  of  scientific  and  improved  methods  to  operation  produced  great 
results  in  reduction  of  expenses,  because  it  had  an  unworked  field  to  start  with, 
but  it  cannot  be  expected  that  the  same  ratio  of  progress  will  be  indefinitely 
maintained.  The  irreducible  minimum  in  unit  expense  has  been  reached  in 
some  industries  and  soon  will  be  in  all. 

"A  corporation,  no  more  than  an  individual,  can  be  bound  hand  and  foot  and 
yet  be  active  or  give  good  service. 

"If  too  many  burdens  are  put  upon  corporations,  and  no  relief  given  them, 
it  will  be  impossible  for  them  to  properly  operate  or  maintain  their  jilants. 
Poorly  constructed,  badly  maintained  and  inefficiently  operated  utilities  cannot 
give  good  service.  Inadequate  revenue  would  make  it  impossible  to  meet 
capital  charges.  Capital  would  avoid  any  enterj)rise  which  had  to  do  with 
public  service.  Without  capital,  employment  in  any  large  way  would  cease, 
extension  and  improvement  would  be  stopped,  values  would  be  destroj'ed, 
and  the  enterprise  would  become  bankrupt."  .  .  . 

"If  there  could  be  a  restoration  of  conditions  wliich  would  inspire  confidence 
in  their  securities  sufficient  to  command  the  capital  with  which  to  begin  the 
expenditure  of  even  a  part  of  the  .$1, 000,000, (3U0  a  year  needed  to  put  these 
enterprises  in  a  position  to  meet  the  demands  of  the  country  both  as  a  'going' 
and  as  a  'growing'  concern,  it  would  soon  restore  the  normal  conditions  of 
employment,  expenditure,  consumjjtion,  jiroduction.  The  circle  of  industrial 
conditions  woulil  be  again  balanced,  sho])s  and  factories  would  be  filled,  and 
instead  of  the  bread  lines  there  would  be  a  working  line  night  and  morning 
between  places  of  employment  and  homes." 
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RATE  THEORY 

UNITED  STATES  POSTAL  RATES. 


450— Value  of  the  Service. 

Journals  of  Congress,  ^^olume  IV,  from  April  1,  1782,  to  November 
1,  1788,  inclusive,  p..  801. 

The  following  extract  from  an  old  Congressional  record,  which  gives 
a  copy  of  an  order  of  Congress  to  the  post  office  department,  shows 
that  "value  of  the  service"  is  not  a  new  theory  of  rate  development 
advanced  by  public  utilities,  but  has  been  used  for  some  time  by  the 
United  States  Government  itself  as  a  basis  for  rate  making: 

"Saturday,  October  20,  1787. 

"On  motion  of  Mr.  Carrington,  seconded  by  Mr.  Irvine. 

"Resolved,  That  the  postmaster  general  be,  and  he  is  hereby  author- 
ized and  instructed,  to  alter  the  present  rates  of  postage  so  as  to 
reduce  them  as  nearly  25  per  centum  as  will  consist  with  the  present 
mode  of  ealculatmg  pennyweights  and  grains  of  silver,  in  order  to 
reduce  them  to  the  currencies  of  the  several  states,  and  that  he  make 
the  necessary  arrangements,  so  that  the  new  rates  may  take  place 
on  the  5th  day  of  April  next. 

"And,  whereas,  large  packets  would  frecjuently  be  sent  by  post,  if  a 
proportionably  less  rate  of  postage  were  charged  for  them  than  for 
letters; 

"Resolved,  That  the  postmaster  general  be,  and  he  hereby  is  authorized 
to  fix  such  rates  per  pound  weight,  for  the  carriage  of  such  packets  as  he 
may  judge  will  be  most  likely  to  induce  persons  to  send  such  by  post." 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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COMMISSION  DECISIONS 
WISCONSIN 

300 — Investment  and  Return. 

Application  of  the  Rhinelander  Power  Company  For  Authority  To 
Establish  an  Amended  Schedule  of  Rates.  Decision  of  the  Wisconsin 
Railroad  Commission,  Fixing  Rates.     January  30,  1915. 

The  applicant  company  owns  a  water-power  plant  on  the  Wisconsin 
River  near  Rhinelander,  Wisconsin.  The  company  has  a  rated  capacity 
of  1,600  horse-power.  The  greater  part  of  its  current  is  disposed  of 
under  long-term  contracts  (an  aggregate  of  1,310  horse-power),  leaving 
available  for  sale  to  other  customers  about  290  horse  power,  or  about 
216  kilowatts.  From  the  Rhinelander  Paper  Company  under  one 
contract  it  receives  $12  per  horse  power  per  year,  and  under  a  contract  for 
additional  current,  $15  per  horse  power  per  year;  while  for  a  less  amount 
furnished  to  the  Rhinelander  Lighting  Company  it  receives  $15  per 
horse  power  for  the  first  28  horse  power,  and  $20  per  horse  power  for  an 
additional  50  horse  power.  These  contracts  have  each  about  ten 
years  to  run.  It  is  alleged  in  the  petition  that  unless  the  petitioner 
is  enabled  to  derive  more  income  from  the  generation  and  sale  of 
current,  it  will  be  unable  to  continue  to  furnish  adequate  service  to  the 
public  and  its  individual  customers,  and  will  be  unable  to  meet  and 
perform  its  obligations  and  duties  as  a  public  utility. 

The  fact  that  the  contracts  were  entered  into  about  ten  years  ago  and 
that  by  far  the  larger  part  of  the  product  of  the  petitioner  goes  to 
purely  private  concerns  raises  the  question  of  the  Commission's  jur- 
isdiction over  the  contracts  and  as  to  whether  or  not  the  company 
is  a  public  utility. 

100— Public  Service. 

The  decision  says: 

"The  weight  of  judicial  decision  is  apparently  on  tiie  side  of  the  prop- 
osition that  the  petitioner  was  and  is  a  publico  utility,  and  yet  there 
are  some  cases  pointedly  against  that  conclusion." 

The  following  decisions,  which  might  sustain  the  latter  contention,  are 
cited  and  discussed:  Attorney  General  vs.  The  City  of  Eau  Claire,  37 
Wis.  435;  Minnesota  Canal  &  Power  C'ompanv  v.  Koochesking  Co. 
et  al.  97  Minn.  429;    71  Vt.  235;    100  Me.  351." 

"On  the  other  side  and  holding  that  a  water  power  is  in  itself  a  public 
service  enterprise;  and,  that  if  it  generate  electricity  for  sale  to  the 
public  it  is  a  i)ublic  utility  within  the  meaning  of  the  Wisconsin  Law; 
and  that  its  professed  intention  rather  than  the  number  of  consumers 
it  may  have,  is  what  determines  the  character  of  the  enterprise, 
there  are  numerous  cases,  which  Ijear  directly  upon  the  case  in  hand," 
(72  N.  H.  431;    71  Me.  29;    Shasta   Power   Company  v.   Walker, 
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149  Fed.  Rep.  568;  Sammons  v,  Kearney  Power  &  Irrigation 
Company,  110  Fed.  Rep.  308. 

"From  the  testimony  at  the  hearing  it  appears  that  the  petitioner 
company  holds  a  franchise  from  the  city  of  Rhinelander  for  the  use 
of  the  city's  streets  whereon  to  erect  poles  and  string  wires  for  the 
distribution  to  customers  of  electric  power. 

"There  would  seem  to  be  no  doubt,  therefore,  that  the  Rhinelander 
Power  Company  was  a  public  utility  within  the  meaning  of  the  law 
when  the  contracts  in  question  were  entered  into,  and  is  now  a  public 
utility,  and  this  Commission  so  finds. 

224.6 — Rate  Fixed  by  Contract. 

"The  second  question,  that  of  the  validity  of  the  contracts  made  by 
the  petitioner  for  the  disposal  of  current,  is  more  specifically  a  ques- 
tion of  law  for  determination  by  the  courts,  than  is  the  first  question. 
The  petitioner  company  being  a  public  utility,  however,  and  this 
commission  being  asked  by  it  for  permission  to  establish  a  new 
schedule  of  rates,  and  a  change  m  rates  necessarily  involving  the 
question  of  the  validity  of  the  existing  contracts,  whether  it  grant  or 
refuse  the  permission  asked  for,  the  Commission  should  give  its 
reasons  for  considering  or  refusing  to  consider  the  contracts  void  as 
against  public  policy." 

The  petitioner  contends  that  the  existing  contracts,  all  made  prior  to 
the  enactment  of  the  Public  Utilities  Law,  are  unreasonably  low,  and 
therefore  void  for  the  reason  that  they  involve  gross  discrimination 
against  other  possible  consumers,  and,  being  below  cost  of  service,  are 
void  as  against  public  policy. 

The  Commission  says: 

"There  are  contracts  by  public  service  corporations  void  through  being 
grossly  discriminatorv  m  intent  and  effect.  The  case  of  Hardy  v. 
Cleveland  &  INI.  R.  Co.  31  Fed.  Rep.  689  is  an  illustration."  (Also 
Sammons  v.  Kearney  Power  &  Irrigation  Company,  110  N.  W. 
Rep.  308.) 

However,  section  1797m-91  disposes  definitely  of  the  charge  of  discrim- 
ination as  follows: 

"  'The  furnishing  of  any  public  utility,  of  any  product  or  service  at 
the  rates  and  upon  the  terms  and  conditions  provided  for  in  any 
existing  contract  executed  prior  to  April  1,  1907,  shall  not  constitute 
a  discrimination  within  the  meaning  specified.' 

"In  view  of  the  foregoing  the  Commission  finds  that  the  charge  that 
the  contract  rates  are  grossly  discriminatory  is  not  sustained. 

"The  contention  that  the  contracts  were  void  at  their  inception  as 
against  public  policy,  leads  us  to  the  consideration  of  what  is  meant 
by  public  policy  as  affecting  the  validity  of  contracts,  and  the 
judicial  construction  placed  upon  it.     .     . 
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"The  trend  of  court  decisions  is  to  the  effect  that  when  it  is  sought 
to  annul  a  contract  on  the  grounds  of  pubHc  pohcy,  it  must  be  made 
very  clear  that  the  contract  is  not  only  opposed  to  the  practices  and 
customs  of  orderly  society,  but  that  it  is  antagonistic  to  the  general 
policy  of  the  law  of  the  country." 

Greenwood  on  Public  Policy  is  quoted  and  cases  in  point  are  cited  as 
follows:  Walla  Walla  v.  Walla  Walla  Water  Company,  172  U.  S.  1; 
Los  Angeles  v.  Los  Angeles  City  Water  Company,  177  U.  S.  558; 
Vicksburg  Waterworks  Company  v.  Vicksburg,  185  U.  S.  65;  Mani- 
towoc Street  Railway  case,  145  Wis.  13;  Worcester  City  v.  Street 
Railway  Company,  196  U.  S.  548. 

"Applying  the  prmciples  laid  down  by  the  courts  and  the  text  writers 
as  cited  above,  we  have  to  determme,  first,  whether  the  contracts 
under  consideration  were  void  from  the  beginning  because  Mie  rates 
named  were  unreasonably  low.  The  Commission  does  not  feel  war- 
ranted in  so  finding. 

"Are  the  rates  named  in  the  contract  so  low  at  the  present  time  as 
to  be  unreasonable,  and  to  jeopardize  the  utility's  ability  to  serve  the 
public?  And  if  they  are,  has  the  state,  by  its  agent,  the  Railroad 
Commission,  the  power  to  authorize  the  raismg  of  them?  These  are 
the  really  vital  questions  raised  in  the  case. 

"First,  are  the  rates  named  in  the  contract  unreasonably  low  at  this 
time?  We  can  determine  this  in  a  satisfactory  manner  only  by  ascer- 
taining what  it  is  costing  the  utility  to  produce  and  furnish  the  ser- 
vice; or,  rather,  what  should  it  cost  the  utility  to  produce  its  com- 
modity under  reasonably  efficient  operation?  This  leads  to  a  consid- 
eration of  the  costs  involved  somewhat  in  detail." 

After  an  investigation  of  the  cost  of  the  service,  important  points  of 
which  are  given  later  on  in  this  abstract,  the  Commission  finds  that  the 
rates  are  inadequate,  and  concludes  as  follows: 

"The  power  to  regulate  rates  of  public  service  corporations  is  a  power 
belonging  to  sovereignty.  Under  our  form  of  government  it  inheres 
in  the  state,  and  is  given  expression  by  the  Legislature.  In  the  case 
of  a  municipality  the  Legislature  may,  and  does  sometimes,  divest 
itself  temporarily  of  the  right  to  interpose  to  fix  or  change  rates  by 
giving  the  municipality  the  power  to  act  for  it  in  regulating  rates. 
But  the  Legislature  never  divests  itself  of  that  power  by  conferring 
it  upon  a  public  service  corporation.  Any  rates  named,  therefore, 
by  a  public  service  corporation  in  any  contract  are  always  subject 
to  change  by  the  Legislature,  if  it  so  choose.  This  power  of  the 
state  to  regulate  rates  is  implicit  in  every  contract  touching  rates 
made  by  a  public  utiUty. 

"For  the  state,  through  the  Commission,  to  interpose  in  the  present 
case,  or  in  any  such  case  to  change  or  authorize  a  change  in  the  rates 
named  in  a  contract,  is  not  such  an  impairment  of  contract  obliga- 
tions as  comes  within  the  inhibition  of  the  Constitution,  but,  instead, 
is  carrying  out  one  of  the  terms  or  provisions  of  the  contract  (145 
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Wis.  13).  A  case  decided  bv  the  Supreme  Court  of  Wisconsin  as 
late  as  December,  1914  (M.  St.  P.  &  S.  S.  M.  Ry.  Co.  appellant,  v. 
Menasha  Wooden  Ware  Co.) ,  makes  very  clear  this  principle.     .     .     . 

"From  the  analysis  of  the  power  company's  business,  it  was  shown 
that  the  company  is  not  earning,  and  cannot  hope  to  earn,  at  any 
time  under  the  contract  rates  a  reasonable  return.  'So  wide  is  the 
discrepancy  between  what  would  be  a  reasonable  return  and  the 
amount  actually  received  for  its  service  that  the  ability  of  the  utility 
to  maintain  its  service  is  threatened,  if  indeed  the  very  existence 
of  the  enterprise  is  not  in  danger.'  " 

310— Valuation. 

The  Conmiission  made  a  valuation  of  the  company's  property,  and  an 
investigation  of  the  cost  of  the  service.  The  Commission  found  the 
value  of  the  physical  property  to  be  $80,883.  The  company  operates 
entirely  by  water  power  derived  from  the  Wisconsin  River.  The  max- 
imum value  of  the  water-power  rights  was  placed  at  $80,000.  Allow- 
ances for  working  capital  and  going  value  brought  the  total  value  to 
approximately  $200,000. 

319.1— Water  Power  Rights. 

In  arriving  at  the  above  allowance  for  water-power  rights  the  Commis- 
sion took,  as  a  basis  of  comparison,  the  estimated  cost  of  a  steam  plant 
of  equivalent  capacity.  The  company  does  not  possess  an  auxiliary  or 
reserve  power  of  any  kind,  and  consequently  the  probability  of  inter- 
ruptions in  service  due  to  inadequate  water  supply  lessens  the  value  of 
the  present  service.  The  Commission,  therefore,  deducted  from  the 
savings  derived  from  the  operation  of  the  hydraulic  plant,  as  compared 
to  the  hypothetical  steam  plant  the  cost  of  an  auxiliary  steam  power 
plant. 

720— Rate  Schedules. 

The  Commission  held  that  considerations  of  public  policy  require  that 
the  power  company  be  permitted  to  rearrange  its  schedules  in  order  to 
secure  more  nearly  a  reasonable  return.  The  Commission  points  out, 
however,  that  it  may  be  difficult  to  market  the  company's  product  in 
the  limited  field  at  rates  affording  the  rate  of  return  to  which  the  com- 
pany is  entitled,  and  that  this  factor  must  be  given  some  consideration. 

The  rates  prescribed  by  the  Commission  are  as  follows: 


POWER  RATES 

Rate. 

Demand  Charge. 

$30.00  per  year  (payable  in  monthly  installments),  for  each  kw.  of  the  first  10 
kilowatts  of  demand. 

$20.00  per  year  (payable  in  monthly  installments),  for  each  kilowatt  of  the  next 
40  kilowatts  of  demand. 

$10.00  per  year  (payable  in  monthly  installments),  for  each  kilowatt  in  excess 
of  50  kilowatts  of  demand. 
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Energy  Charge. 

6  cents  per  kilowatt-hour  for  current  used  up  to  an  amount  equivalent  to  20  per 
cent  of  the  continuous  use  of  the  maximum  demand. 

2  cents  per  kilowatt-hour  for  all  current  in  excess  of  20  per  cent  of  the  continuous 
use  of  the  maximum  demand. 

Determination  of  Demand. 

The  demand  shall  be  the  maximum  rate  at  which  energy  is  used  for  any  contin- 
uous fifteen  consecutive  minutes,  and  may  be  determined  by  the  constant  or 
periodic  use  of  any  suitable  recording  or  graphic  tjije  of  demand  meter. 


OKLAHOMA 

300 — Investment  and  Return. 

City  of  El  Reno  v.  El  Reno  Gas  And  Electric  Company,  Alleging 
That  the  Company's  Rates  for  Gas  Service  Are  Unreasonable.  Decision 
of  the  Oklahoma  Corporation  Commission,  Dismissing  the  Petition. 
January  26,  1915. 

After  an  investigation  to  determine  the  cost  of  the  service  the  Commis- 
sion fomid  that,  under  the  present  rates,  the  net  revenues  are  not 
greater  than  are  necessary  to  care  for  proper  depreciation  and  interest 
on  the  investment.  The  petition  for  a  reduction  in  rates  was  dismissed, 
but  the  Commission  says: 

"Regardless  of  whether  the  rates  produce  a  sufficient  revenue  to  pay 
an  income  on  investment,  they  may  be  unreasonable.  When  a  plant 
is  not  making  a  sufficient  revenue  to  pay  depreciation  and  interest 
on  the  investment,  it  should  be  permitted  to  charge  any  reasonable 
rate  that  will  produce  the  greatest  net  revenue.  We  have  some 
doubt  as  to  whether  the  rate  in  El  Reno  does  in  fact  produce  more 
net  revenue  than  a  lower  rate  would  produce.  If  the  rate  were  only 
two-thirds  of  what  it  now  is,  the  consumers  would  consume  more 
gas  and  there  would  be  more  gas  consumers.  If  an  increased  nimi- 
ber  of  consumers  and  the  distributing  of  an  increased  amount  of  gas 
would  not  require  the  facilities  to  be  extended,  it  would  doubtless 
have  the  result  of  producing  a  greater  net  revenue.  However,  this 
is  problematical  so  far  as  the  record  in  this  case  is  concerned  and  is 
only  mentioned  here  as  a  suggestion." 

360 — Depreciation . 

In  discussing  the  allowance  for  depreciation  the  Commission  says: 

"Depreciation  of  a  gas  plant  means  a  sufficient  amount  set  aside 
each  year  to  replace  the  main  parts  of  the  property  when  the  same 
shall  have  detcn-ioratod  from  causes  other  than  opcM-ation.  That  is, 
gas  mains  untler  ground  will  probably  last  from  fifteen  to  twenty- 
five  years,  depending  upon  the  character  of  the  soil  in  which  they  are 
placed. 
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"In  the  Supreme  Court  of  the  United  States  in  the  Knoxville  Water 
Case,  212  U.  S.  1,  53  L.  ed.  371,  29  Sup.  Ct.  Rep.  148,  Mr.  Justice 
Moody  said; 

''  'Before  coming  to  the  question  of  profit  at  all,  the  company  is 
entitled  to  earn  a  sufficient  sum  annually  to  provide  not  only  for  cur- 
rent repairs,  but  for  making  good  the  depreciation  and  replacing 
the  parts  of  the  property  when  they  come  to  the  end  of  their  life. 
It  is  not  only  the  right  of  the  company  to  make  such  a 
provision,  but  it  is  its  duty  to  its  bond  and  stockholders,  and,  in  the 
case  of  a  public  service  corporation  at  least,  its  plain  duty  to  the 
public' 

"The  proper  rate  of  depreciation  on  gas  and  other  portions  of  the 
machinery  depends  entirely  upon  the  location  of  the  same  with  refer- 
ence to  the  action  of  the  mineral  substance  with  which  it  comes  in 
contact  under  ground,  and  the  duration  of  the  boilers  and  other 
apparatus  depends  more  or  less  on  the  character  of  water  used 
therein.  In  the  western  part  of  the  state  gyp  water  is  used  in 
boilers,  and  they  deteriorate  very  rapidly.  A  depreciation  less  than 
4  per  cent  has  not  been  allowed  in  any  case.  This  assumes  that  all 
parts  of  the  plant  must  be  renewed  within  twenty-five  years.  This, 
of  course,  does  not  include  the  temporary  renewals  or  repairs  from 
year  to  year." 

Without  determining  what  would  be  a  reasonable  allowance  for  this 
item  the  Commission  finds  that  4  per  cent  is  the  minimum  rate  of 
depreciation  to  be  used  in  any  case.  The  minimum  allowance  for 
interest  on  investment  is  placed  at  "not  less  than  6  per  cent." 

IDAHO 

132 — Protection  from  Competition. 

Application  of  the  Beaver  Rfv^er  Power  and  Light  Company  for  a 
Certificate  of  Convenience  and  Necessity  in  the  City  of  Pocatello. 
Decision  of  the  Idaho  Public  Utilities  Commission,  Dismissing  the 
Application.     March  24,  1915. 

Application  of  the  Beaver  River  Power  &  Light  Company  for  authority 
to  render  competing  service  in  the  City  of  Pocatello  and  territory  served 
by  the  Southern  Idaho  Water  Power  Company  is  a  companion  case 
of  the  Great  Shoshone  &  Twin  Falls  Water  Power  Company  vs.  Idaho 
Power  &  Light  Company  [6  Rate  Research,  291].  The  Commission 
rendered  a  decision  ordering  the  Idaho  Power  &  Light  Company  to  de- 
sist from  the  construction  of  its  system  to  serve  the  territory  in  which 
the  Great  Shoshone  &  Twm  Falls  Water  Power  Company  was  operating. 
This  decision  was  rendered  February  18,  1914.  Upon  the  same  day  a 
similar  order  was  entered  against  the  Beaver  River  Power  Company  which 
applied  to  the  City  of  Pocatello,  served  by  the  Southern  Idaho  Power  & 
Light  Company.     There  was  the  same  finding  of  facts  and  conclusions 
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of  law  in  regard  to  the  right  to  furnish  competing  service  in  both  cases. 
(4  Rate  Research,  391).  Both  cases  were  appealed  to  the  Supreme 
Court,  and  a  decision  was  rendered  June  27,  1914,  upholding  the  opin- 
ions and  the  orders  of  the  Commission  in  each  case,  (5  Rate  Research, 
343).  These  decisions  of  the  Commission  and  court  presented  very 
clearly  the  evils  resulting  from  competition,  and  upheld  the  right  of  a 
public  utility  under  regulation  to  be  protected  from  useless  competition. 

On  December  9,  1914,  a  change  having  taken  place  in  the  mem- 
bership of  the  Commission,  the  cases  were  opened  for  a  rehearing,  and 
hearings  were  held  at  the  same  time  in  both  cases.  The  decision  on 
the  application  of  the  Idaho  Power  &  Light  Company  granted  the  ap- 
plicant the  right  to  enter  the  territory  of  Twin  Falls  in  competition 
with  the  Great  Shoshone  Company.  This  decision,  which  was  fully 
reported  in  6  Rate  Research,  291,  followed  the  doctrme  laid  down  by 
the  California  Commission  in  the  Great  Western  Power  Company  case 
and  opened  the  door  to  serious  competition  on  the  ground  that  the 
company's  service  was  unsatisfactory,  that  the  company  was  not  fully 
serving  this  territory,  and  that  the  applicant  company  would  afford 
lower  rates  than  those  of  the  company  in  the  field.  The  decision  just 
handed  down  in  the  Beaver  River  Company  case  bars  the  threatened 
competition. 

132 — Protection  From  Competition. 

The  applicant  holds  a  franchise  from  the  City  of  Pocatello,  and  has  ex- 
pended a  large  amount  of  money  in  the  actual  construction  of  its  plant 
and  system  in  said  city.  The  Commission  finds  that  the  same  issues 
are  involved  as  in  the  Twin  Falls  case,  and  says: 

"The  rule  of  law  announced  in  that  case  as  to  the  construction  of 
Section  48-a-b-c  is  hereby  reaffirmed  without  further  comment. 
Let  us  now  apply  the  facts  in  this  case  to  the  rule  therein  announced 
and  see  if  they  fall  within  said  rule." 

The  Commission  then  takes  up  the  questions  as  in  the  Twin  Falls  case, 
but  answers  them  in  favor  of  the  Company  in  the  field.  Were  the  rates 
of  the  company  in  the  field  reasonable,  the  service  adequate,  the  terri- 
tory completely  served?  Can  the  applicant  furnish  service  at  less  cost? 
The  Commission  finds  that  the  Southern  Idaho  Company  has  sufficient 
installation  to  supply  present  and  future  needs,  and  its  system  extends 
all  over  the  city,  taking  care  of  all  demands  of  all  citizens. 
132.2— Fair  Rates  and  Efficient  Service. 

In  regard  to  rates  the  ordinance  held  by  the  present  company  fixes  a 
rate  of  10  cents  per  kilowatt-hour  without  discount. 

"However,  the  evidence  shows  that  the  applicant  company  was 
willing  to  furnish  power  for  lighting  at  a  maximum  of  nine  cents  per 
kilowatt-hour  with  a  discount  of  ten  per  cent  if  paid  within  a  certain 
time." 

373— City  Profit  Sharing. 

A  provision  in  the  ordinance  explains  why  the  city  has  not  taken  advan- 
tage of  the  lower  rates.    The  city  is  to  receive  from  one  to  one  and  one- 
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half  per  cent  of  gross  annual  revenue.  The  Commission  expresses  its 
disapproval  of  such  franchise  provisions,  as  follows : 

"This  provision  of  the  ordinance  providing  for  the  payment  to  the 
city  of  a  certain  per  cent  of  the  gross  receipts  of  the  company  is  not 
looked  upon  with  favor  by  this  Commission.  There  is  no  reason,  in 
justice  or  equity,  why  the  users  of  the  commodity  of  a  certain  public 
utility  should  be  required  to  pay  such  a  rate  as  to  enable  the  public 
utility  to  pay  to  the  city  a  certain  per  cent  of  its  gross  earnings,  to 
be  used  by  the  city  for  general  purposes.  If  funds  of  that  kind  are 
needed,  a  tax  should  be  levied  on  all  of  the  property  within  the  city's 
boundaries." 

132.2 — Fair  Rates  and  Efficient  Service. 

The  rates  offered  by  the  applicant  company,  the  Commission  finds, 
do  not  afford  such  a  reduction  as  to  warrant  this  Commission  m  per- 
mitting the  applicant  to  enter  this  field.  The  reduction  must  be  a  ma- 
terial reduction. 

When  the  applicant  secured  its  franchise  it  gave  the  impression  that  it 
would  furnish  electrical  energy  from  hydro-electric  plants,  but  after 
obtain mg  the  franchise  it  proceeded  to  install  a  Diesel  engine  plant. 
The  company  claims  it  can  furnish  service  from  this  plant  at  lower 
cost  than  the  present  hydro-electric  service.  It  submits  an  estimate 
of  the  probable  cost  of  its  service,  but  bases  its  conclusions  on  the  secur- 
ing of  a  50-per-cent  load-factor.  The  decision  says  it  is  highly  im- 
probable that,  with  two  companies  sharing  the  business,  the  new 
company  would  be  able  to  secure  such  a  load-factor.  The  cost  of  pro- 
duction of  the  established  service  appears  to  be  only  about  one-half 
as  high  as  the  cost  of  production  of  the  proposed  service. 

Upon  the  above  finding  of  facts  the  application  is  again  denied. 

132— Protection  from  Competition. 

A  dissenting  opmion  is  filed  by  Commissioner  Freehafer,  which  takes 
up  each  question  considered  in  the  majority  opinion,  and  finds  the  facts 
in  favor  of  the  applicant  company  and  in  favor  of  admitting  the  compe- 
tition.    He  says: 

"I  believe  the  stimulus  of  competition  will  create  new  and  constantly 
increasing  demands  for  service."     .     ,     . 

"The  fact  that  the  applicant  company  had  secured  a  franchise  prior 
to  the  time  our  utilities  law  became  effective,  and  that  pursuant  to 
the  securing  of  such  franchise  has  expended  large  sums  of  money 
in  its  enterprise,  is  an  added  fact  that  should  lead  us  to  treat  it  with 
more  liberal  consideration  than  would  be  accorded  a  new  utility  ask- 
ing admission  to  a  field  already  occupied.  However,  I  will  not  hold 
that  applicant  company  may  establish  itself  m  the  heart  of  the  city  of 
Pocatello,  and,  as  it  were,  take  only  the  cream  of  the  business."  .  .  . 
"I  would  impose  conditions  on  the  applicant  company  requiring  it 
to  extend  its  lines  and  furnish  all  classes  of  service  now  being  furnished 
by  the  existing  utility  over  the  entire  field. 
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''I  am  not  incredulous  as  to  what  may  be  accomplished  in  generating 
electrical  energy  by  the  Diesel  engine.  In  fact,  I  have  long  since 
ceased  to  be  incredulous  as  to  any  claim  made  by  inventors,  and  in 
the  light  of  all  evidence  before  me  in  this  case,  I  very  much  desire 
that  the  Diesel  engine  be  given  a  trial  in  Idaho." 

373— City  Profit  Sharing. 

In  regard  to  the  city  revenue  provision  in  the  company's  franchise, 
Commissioner  Freehafer  agrees  with  the  majority  opinion.     He  says: 

"I  agree  with  the  majority  opinion  that  the  provision  of  the  franchise 
secured  from  the  city  of  Pocatello  by  the  applicant  company,  whereby 
the  city  was  to  receive  a  certain  per  cent  of  the  gross  annual  revenue 
of  the  applicant  company,  was  not  a  wise  provision,  as  it  would 
result  in  discrimination  as  between  tax  payers  of  the  city  by  requiring 
users  of  electrical  current  furnished  by  that  particular  company  to 
provide  funds  for  the  use  of  the  whole  city,  but  it  is  within  the  power 
of  this  Commission  to  eliminate  that  provision,  and  a  reduction  in 
rates  equal  to  the  proposed  donation  to  the  city  should  be  ordered 
by  the  Commission." 


NEW  YORK 


129 . 1 — Discrimination . 


City  of  North  Tonawanda  vs.  Niagara  Light,  Heat  and  Power 
Company,  Asking  that  the  Company  be  Required  to  Furnish  Natural 
Gas  Service  in  Territory  where  the  Company  has  Discontinued  Opera- 
tion. Decision  of  the  New  York  Public  Service  Commission  (2  D), 
Denying  the  Petition,  February  25,  1915. 

An  important  definition  of  discrimination  is  worked  out  in  this  decision 
and  unjust  discrimination  is  distinguished  from  discrimination  which  is 
justifiable. 

The  respondent  company  distributes  natural  gas  to  consumers  in  the 
town  of  Amherst  and  City  of  Buffalo.  For  several  years  the  company 
operated  distribution  lines  through  the  northerly  section  of  Amherst 
and  into  the  cities  of  North  Tonawanda  and  Tonaw^anda.  Gradually 
the  supply  of  natural  gas  was  reduced.  The  distribution  system  in 
the  Tonawandas  became  greatly  depreciated  and  the  service  grossly 
inadequate.  The  company  abandoned  service  in  this  territory  and 
sought  a  market  for  its  service  in  Amherst  and  Buffalo,  where  it  is 
furnishing  satisfactory  service  to  a  small  number  of  consumers.  It 
also  sends  a  small  surplus  of  its  gas  into  the  mains  of  the  North  Buffalo 
Natural  Gas  Company. 

"The  petitioner  in  this  case  is  the  city  of  North  Tonawanda,  and 
the  city  of  Tonawanda  has  also  intervened  in  the  proceedings. 
The  Commission  is  asked  to  require  the  respondent  to  resume  the 
service  of  natural  gas  to  the  people  of  both  Tonawandas,  and  this 
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request  brings  up  for  consideration  the  power  and  duty  of  this  Com- 
mission as  to  regulating  the  service  of  the  company,  so  that  the  con- 
venience and  necessity  of  the  public  generally  may  be  satisfied, 
always  having  in  mind  the  ability  of  the  respondent  to  meet  such 
requirement.  It  becomes  necessary,  therefore,  in  order  to  reach  a 
correct  conclusion  in  this  matter,  to  give  due^  consideration  to  the 
property  and  business  of  the  respondent,  the  amount  of  product 
from  its  wells,  what  kind  of  service  is  now  given  to  its  customers, 
and  whether  adequate  ser\'ice  could  be  given  to  both  Tonawandas 
with  the  existing  distribution  plant  and  the  amount  of  gas  which 
the  respondent  has  for  sale.     .     .     . 

"At  the  time  the  respondent  discontinued  its  service  in  the  Tona- 
wandas, the  amount  of  gas  required  to  properly  serve  all  the  cus- 
tomers in  both  cities  was  between  400,000  and  500,000  cubic  feet 
per  day,  while  the  entire  output  of  the  wells  controlled  by  the 
respondent  was  less  than  70,000  cubic  feet  per  day,  and  that  amount 
was  gradually  decreasing.     .     .     . 

220 — General  Powers  of  Commissions. 

"There  is  no  doubt  that  this  Commission  is  vested  with  ample 
authority  to  deal  with  the  questions  here  presented,  for  by  Section 
66  of  the  Public  Service  Commissions  Law,  general  supervision  of  all 
gas  corporations  is  conferred,  together  with  the  specific  power  to 
order  reasonable  improvements  and  extensions  of  the  works,  lines, 
apparatus  and  property  of  gas  corporations,  and  also  as  to  distrib- 
uting and  supplying  gas  for  light  and  heat.  But,  it  will  be  noted,  that 
this  same  section  of  the  law  provides  that  such  power  shall  be  exer- 
cised with  special  reference  to  the  promotion  of  the  public  interest, 
the  preservation  of  the  public  health  and  the  protection  of  those 
using  such  gas. 

"In  connection  with  these  powers  which  the  Commission  possesses 
in  a  case  like  the  one  mider  consideration,  the  provisions  of  Section 
65  of  the  same  law  become  important,  because  those  provisions 
prescribe  the  full  measure  of  duty  which  is  imposed  upon  gas  com- 
panies by  requiring  safe  and  adequate  service,  just  and  reasonable 
charges,  and  that  there  shall  be  no  unjust  discrimination  or  unrea- 
sonable preference  in  their  operations. 

"A  natural  gas  company  has  the  undoubted  right,  m  the  first  instance, 
to  lay  out  its  distributing  plant,  take  on  such  customers  for  its 
product  and  make  such  terms  and  conditions  as  to  rates  and  service 
as  it  deems  best.  These  things  are  necessary  administrative  functions 
belonging  to  the  company,  and  there  is  no  duty  enjoined  upon  the 
Commission  with  reference  to  the  same,  until  it  is  shown  that  there 
is  something  in  the  business  methods  of  the  company  which  is 
violative  of  that  section  of  the  law  last  above  quoted. 

129.1 — Discrimination. 

"There  is  nothing  in  the  law  which  prohibits  a  gas  company  from 
giving  to  particular  persons  or  a  certain  locality  a  preference  in  the 
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matter  of  its  service  of  gas,  and  thus  discriminating  against  other 
persons  and  other  locaHties,  and  it  is  only  when  such  preference  is 
undue  or  unreasonable,  and  the  discrimination  is  mijust,  that  this 
Commission  may  intervene  and  correct  such  practices. 

"More  than  that, — consideration  must  be  given  to  a  safe  and  adequate 
service  on  the  part  of  the  company,  within  its  means  and  facilities, 
and  if  service  of  this  character  is  being  given  to  a  comparatively 
few  customers  in  a  certain  locality,  with  the  limited  amount  of  gas 
available  for  such  purpose,  it  is  manifestly  the  duty  of  this  Commis- 
sion to  permit  the  continuance  of  such  ser\dce,  rather  than  order 
the  company  to  turn  its  gas  into  a  larger  field,  where  a  safe  and 
adequate  service  cannot  be  given.     .     .     . 

''Counsel  for  the  petitioners  lay  great  stress  upon  the  decision 
rendered  by  the  Indiana  Supreme  Court  in  1901,  where  it  was  held 
that: 

"  'A  natural  gas  company,  having  the  power  of  eminent  domain 
and  a  municipal  license  to  lay  mains  in  the  streets  of  a  city,  cannot 
refuse  to  permit  connections  with  its  mains  by  unsupplied  citizens 
because  the  gas  pressure  has  fallen  so  low  that  existing  customers 
cannot  be  adequately  supplied,  and  that  the  court  should  compel 
the  company  to  permit  participation  in  the  supply  of  gas  furnished 
by  it,  although  it  cannot  furnish  enough  to  satisfy  the  needs  of  its 
existmg  customers.  (State  of  Indiana  ex  rel.  Wood  vs.  Consumers 
Gas  Trust  Company,  55  Lawyers'  Reports,  245.)' 

"We  are  not  unmindful  of  the  fact  that  there  is  apparent  similarity 
between  the  Indiana  case  and  the  case  here  being  considered;  but 
upon  careful  examination  it  will  be  seen  that  the  two  cases  are  easily 
distinguishable.  The  Indiana  case  relates  to  the  service  of  gas  to  a 
proposed  customer  on  the  line  of  the  company's  main,  through  which 
other  customers  were  being  served  on  the  same  street  with  the  ap- 
plicant, while  in  the  present  case  the  facts  are  totally  different. 
True,  the  decision  of  the  court  in  that  case  seems  to  proceed  on  the 
theory  that  it  is  a  matter  of  no  consequence  whether  adequate 
service  could  be  given  to  any  customers,  still  the  applicant  was  en- 
titled to  stand  on  an  equality  with  all  others  along  the  lin(\  We 
can  not  subscribe  to  this  doctrine  for  it  is  at  variance  with  the  spirit 
and  letter  of  the  Public  Service  Commissions  Law,  which  enjoins 
upon  this  Commission  the  particular  duty  of  providing  safe  and  ade- 
quate service  for  the  users  of  gas;  and  furthermore,  vests  authority 
in  the  Commission  to  order  such  reasonable  improvements  in  dis- 
tributing and  supplying  gas  as  shall  best  promote  the  public  interest, 
preserve  the  public  health  and  protect  those  using  such  gas;  and  if 
these  provisions  of  law  are  to  guide  the  action  of  the  Conunission  in 
cases  of  this  kind,  then  it  must  follow  that  the  Indiana  decision  has 
no  application  here. 

"It  is  not  apparent,  therefore,  that  the  public  interest  would  be  pro- 
moted by  destroying  the  present  adequate  service  now  enjo>ed  by  a 
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comparatively  few  consumers  of  gas  in  the  town  of  Amherst  and  city 
of  Buffalo,  and  establishing  an  inadequate  and  insufficient  service 
in  the  two  Tonawandas,  upon  the  plea  that,  although  no  customer 
would  then  have  satisfactory  service  of  gas,  yet  this  utility  would 
thus  be  extended  to  a  greater  number  of  users.  This  is  precisely 
what  the  respondent  has  refused  to  do,  and  such  action  has  the  ap- 
proval of  this  Commission." 


REFERENCES 
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200 — Public  Service  Regulation — Law  and  Practice. 

State  Regulation,  by  William  J.  Norton.  Electrical  Review  arid 
Western  Electrician,  April  3,  1915,  p.  632. 

The  general  situation  confronting  pulilic  utility  regulation  in  various  states  is 
outlined  in  a  manner  to  bring  out  plainly  the  difficulties  arising  in  these  states, 
which  threaten  the  success  of  such  regulation.  The  factors  which  have  brought 
about  the  present  situation  are,  briefly:  Political  interference,  inefficient  or  self- 
seeking  men  appomted  to  serve  on  commissions,  a  restless  and  unfair  public,  and 
inconsistent  and  destructive  decisions  of  the  courts.  The  writer  says,  decidedly, 
real  regulation  has  not  failed.  The  failure  of  regulation  in  certain  states  or  in 
certain  respects  is  caused  chiefly  by  the  failure  of  the  public  and  its  executive 
authorities  to  realize  their  responsibilities.  Failure  to  regulate  properly  means 
failure  of  public  operation,  the  much  harder  problem.  In  conclusion,  public, 
commissions  and  utilities  are  urged  to  face  responsibility  that  caraiot  now  be  laid 
aside,  and  to  co-operate  for  the  further  success  of  regulation. 

200 — Public  Service  Regulation — Law  and  Practice. 

The  Public  Utility  Number  of  The  Evening  Post.     March  31,  1915. 

The  special  public  utilities  number  of  The  Evening  Post  presents  articles  dealing 
with  the  present  extent  of  public  utility  regulation  and  its  effect  u]K>n  the  utilities 
and  the  public;  the  effect  of  the  war  upon  the  earnings  of  public  utilities  in  general; 
and  the  progress  and  growth  of  public  utilities  in  the  different  sections  of  the 
coimtry. 

226.5 — Standards  of  Service. 

Public  Utility  Standards,  Commerce  Report^^,  April  3,  1915,  p.  36. 

The  work  of  the  United  States  Bin-eau  of  Standards  in  connection  with  gas,  electric 
and  street  railway  service  is  reviewed.  The  Bureau  is  to  serve  as  a  clearing-house 
which  will  undertake  important  scientific  and  engineering  work,  the  results  of 
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which  will  be  made  available  to  all  State  Commissions  and  to  city  officials  having 
to  do  with  public  utilities.  In  this  manner,  uniformity  of  practice  will  be  secured, 
and  duplication  of  such  work  will  be  avoided. 


MUNICIPALITIES 


830 — Public  Ownership. 

The  Failure  of  Government  Ownership,  by  Hon.  Jonathan  Bourne, 
Jr.  An  Address  Before  the  National  Civic  Federation.  5  pages, 
Public  Seriice,  April,  1915,  p.  105. 

A  forceful  and  condensed  abstract  of  this  paper  may  best  be  given  by  quoting 
the   introduction  as  follows: 

"The  desideratum  of  all  government  should  be  the  protection  of  its  citizens 
and  only  such  restraint  of  individual  action  as  is  absolutely  necessary  to  insure 
the  desired  protection  of  all  its  citizens.  The  limit  of  the  individual's  restraint 
should  be  clearly  expressed  by  law  and  not  left  to  the  whim  or  fancy  of  an 
executive,  a  commission,  a  department  or  a  bureau.  A  government  of  rule 
and  regulations,  a  bureaucratic  government  such  as  ours  is  rapidly  tending 
toward,  cannot  long  endure.  I  am  strongly  opposed  to  government  ownership 
of  railroads  because  of  the  following  objections:  First.  The  fundamental 
objection  that  it  would  be  absolutely  destructive  of  popular  and  representative 
government.  Second.  The  unanswerable  objection  that  go vernmentj owner- 
ship necessitates  government  regulation;  that  the  failure  of  goverimient  regu- 
lation necessitates  the  failure  of  government  ownership;  that  the  success  of 
government  regulation  eliminates  the  necessity  or  desirability  of  government 
ownership.  Third.  The  economic  objection  that  government  ownership 
would  be  more  dilatory,  less  efficient  and  far  more  costly  to  the  people  of  the 
country." 


GENERAL 


113 — Financing. 

Financing  Utilities,  by  William  H.  Hodge.  3^  pages.  Public  Service 
April,  1915,  p.  111. 

The  paper  discusses  problems  that  are  faced  by  companies  in  their  constant  hunt 
for  new  capital.  Utilities  are  not  completed  undertakings.  Achievements  of  the 
future  hinge  princii)ally  upon  the  ability  to  secure  the  groat  amounts  of  new  capital 
absolutely  required  and  the  degree  of  encouragement  accorded  l)y  the  public 
through  l(!gislative  and  j)()litical  action.  If  the  financing  of  public  ut  ilities  is  made 
difficult  new  projects  of  vital  importance  to  national  developm(>nt  will  be  delayed 
or  abandoned,  and  the  increased  cost  of  capital  will  be  reflected  in  cost  of  service. 
At  present,  one  of  the  problems  confronting  the  electrical  companies  is  that  of 
extending  service  to  rural  connnunities.  The  advantages  secured  l)y  public  utility 
holding  companies  and  management  organizations  in  extending  service,  and  in 
improving  the  quality  and  reducing  the  price  of  service  is  discussed. 


Vol.7 


April  15,  1915 


No.  3 


RATE 
RESEARCH 


B 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

III  WEST  MONROE  STREET  -  -  -  CHICAGO 


hn 


^3lg 


III 


mi 


Ws. 


Entered  aa  aecond-class  matter  July  11,  1913,  at  the  post-office  at  Chicago,  Illinois,  under  the  Act  of  March  3,  1879. 


NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

HOIiTOIV  H.  SCOTT President 

E.  ^W.  LLOYD TicePkesident 

H.  A.  M^AGNER Vice-President 

I-,  D.  GIBBS Vice-President 

J.  S.   BLEECKER VICE-PRESIDENT 

T.  COMMERFORD   IMARTIN      .       .       .  SECRETARY 

S.  A.  SEWAJ>L     .       .       .       .  Ass'T  TO  THE  Secretary 

"VV.  F.  ^VELLS Treasurer 

H.  BILLllvrGS  .  AssT  Secretary  AND  Treasurer 
EVERETT  y<r.  BTJRDETT  .  .  GENERAL  COUNSEL 
GEO.  W^.  ELLIOTT     .     Master  of  Transportation 

EXECUTIVE    COMMITTEE 

HOLTON  H.   SCOTT 
H.  C.  ABELL                    A.C.EINSTEIN               J.  B.  JIcCALL                 "W.  N.  RYERSON 
J.  S.  BLEECKER          S.  D.  GIBBS                          AV^.  NEUMILLER          PAUL   SPENCER 
H.G.  BRADLEE            C.  E.  GROESBECK        R.  S.  ORR                            H.  A.  ^VAGNER 
W.  C.  L.EGLIN  E.AV.  LLOYD 

RATE    RESEARCH    COMMITTEE 

R.  S.  HALE.  Chairman 

L.  H.  CONKLIN  ^/V.  H.  JOHNSON  \V.  J.  NORTON 

ALEX  DOW  J.  W.  LIEB,  jR.  N.  T.  WILCOX 

R.  G.  GRISWOLD         E.  W.  LLOYD  M.  S.  HART.  Secty. 


Rate  Research 

WiLLMM  J.  Norton,  Editor  Stella  Ford  Walker,  Associate  Editor 

HI  West  Monroe  Street      -      Chicago 

Issued  Every  THURSDAY  by  the  RATE  RESEARCH  COMMITTEE 

TERMS  OF  SUBSCRIPTION: 

Three  Copies,  $25.00  a  Year;  Payable  in  Advance 
Additional  Copies,  $8.00  a  year  each;  Payable  in  Advance 
Single  Copy,  $10.00  a  Year;  Payable  in  Advance 

Make  Checks  and  Drafts  Payable  to  Secretary,  National  Electric  Light  Association, 
and  Mail  Direct  to  29  West  39th  Street,  New  York  City. 

copyright,  1915,  BY  NATIONAL  ELECTRIC    LIGHT  ASSOCIATION 


CONTENTS 

Page 

Bound  Volumes  of  Rate  Research 35 

COMMISSION  DECISIONS 35 

Massachusetts 35 

Oklahoma 38 

California 40,  43 

New  York 41,  44 

ANNUAL  REPORTS  45 

Connecticut 45 

Oregon 45 

REFERENCES 45 

Rates 45 

Investment  and  Return 46 

Public  Service  Regulation 47 

General 48 


(34) 


Rate  Research 

Vol.  7  Chicago,  April  15,  1915  No.  3 


For   statement  of  facts  and   opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


BOUND  VOLUMES  OF  RATE  RESEARCH 

Back  numbers  of  Rate  Research  can  be  obtained  in  bound 
form,  Volumes  II  to  VI,  inclusive.  The  complete  set  of 
Rate  Research  furnishes  a  source  of  information  for 
im.portant  decisions  of  commissions  and  courts,  and  current 
articles  of  interest  to  public  utilities,  especially  electric 
utilities  under  regulation,  for  the  period  from  October,  1912, 
to  and  including  the  March  issues  of  1915. 

Each  volume  is  indexed,  and  a  classified  index,  revised,  for 
volumes  II  to  V,  is  given  in  Volume  V.  Volume  VI  contains 
its  own  alphabetical  and  classified  index.  These  volumes 
in  uniform  substantial  binding  are  $8.00  per  volume.  AU 
orders  and  checks  should  be  addressed  to  the  Secretary, 
National  Electric  Light  Association,  29  West  39th  Street, 
New  York  Citv. 


COMMISSION  DECISIONS 

MASSACHUSETTS 

300 — Investment  and  Return. 

MiLFORD  Electric  Petitions,  Asking  for  a  Reduction  in  the  Rates 
of  the  MiLFORD  Electric  Light  and  Power  Company.  Decision  of 
the  ^Massachusetts  Board  of  Gas  and  Electric  Light  Commission- 
ers, Establishing  Maximum  Rates  for  Electric  Service.    ]\Iarch  20,  1915. 

Upon  complaint  of  the  town  of  Milford  and  other  consumers,  the 
Board  made  an  investigation  of  the  rates  charged  by  the  Milford  Electric 
Light  and  Power  Compan}-. 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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"Its  prices  for  commercial  lighting  are  20  cents  a  kilowatt  hour 
for  the  first  15  kilowatt  hours  used  a  month,  and  12  cents  for  all 
in  excess  of  15  kilowatt  hours,  with  a  discount  of  2  cents  a  kilowatt 
hour  for  prompt  payment.  For  power,  it  is  charging  6  cents  a  kilo- 
watt hour,  with  a  discount  of  1  cent  for  prompt  payment.  Six 
lighting  customers  appear  to  be  given  special  rates,  three  at  10  cents 
a  kilowatt  hour,  and  three  others  at  prices  based  on  lamps  installed, 
differing  apparently  with  the  size  of  the  lamps  and  their  use.  Recently, 
the  company  has  made  a  contract  for  the  sale  of  power,  as  an  off- 
peak  load,  to  the  Hopedale  Manufacturing  Company  at  3.8  cents 
a  kilowatt  hour,  with  a  minimum  guarantee  of  S55  a  month  and 
provision  for  its  extension  for  two  years  beyond  the  present  year  at 
prices  finally  reaching  2.8  cents. 

'Tor  a  number  of  year's  the  company  had  yearly  contracts  with 
the  town  of  Milford  for  the  supply  of  its  street  lighting  at  $5,000  a 
year.  At  first  this  lighting  was  confined  to  arc  lamps.  Gradually, 
incandescent  lamps  were  substituted  for  certain  of  the  arc  lamps, 
and  the  last  contract  which  expired  in  1913  was  for  17  arc  and  134 
incandescent  lamps  at  this  figure,  with  a  provis\ion  that  the  price 
for  any  additional  lamps  required  by  the  town  should  be  $105  and 
$24  a  year,  respectively.  The  same  arrangement  has  been  continued 
since  the  last  contract  expired."     ... 

340 — Rate  of  Return. 

"For  two  years  after  the  present  owners  assumed  control,  no  divi- 
dends were  paid.  Since  then,  with  the  exception  of  one  year  when 
but  4  per  cent  was  paid,  its  dividends  have  never  been  less  than  6  per 
cent,  and  during  the  last  six  years  have  been  12,  9,  21^,  11,  lU  and 
12  per  cent,  respectively.  In  this  connection  it  is  to  be  noted  that 
the  company's  assets  show  no  margin  in  excess  of  its  liabilities,  and 
that  it  has  borrowed  money  for  renewing  and  repairing  its  lines 
and  changing  its  distribution  system,  from  two  to  three  phase. 

"It  was  urged  in  behalf  of  the  company  that,  at  present  prices,  it  is 
supplying  at  a  loss  all  of  its  customers  who  are  not  using  over  20 
kilowatt  hours  for  light  a  month  or  500  kilowatt  hours  for  power 
a  month.  If  this  be  true,  it  challenges  the  commercial  expediency 
of  its  rate  schedule.  Without  discussing  in  detail,  however,  all 
of  the  figures  used  in  the  demonstration  of  this  proposition,  it  seems 
to  rest  upon  the  assumption  that  all  operating  expenses  of  the  com- 
pany, exclusive  of  the  cost  of  electricity  purchases  and  its  interest 
and  dividend  charges,  must  be  shared  proportionately  ])y  its  cus- 
tomers regardless  of  the  amount  of  electricity  which  each  uses  or 
of  the  conditions  under  which  it  is  used.  Upon  this  theory,  divi- 
dends seem  no  longer  to  represent  profits  but  a  fixed  charge  to  be  de- 
manded of  a  customer  as  a  condition  precedent  to  service.  But, 
as  dividends  arc  in  fact  paid  out  of  j)rofits,  it  seems  clear  that  they 
cannot  be  known  and  divided  until  the  results  of  the  business  for  a 
given  period  are  determined,  and  that  they  are  related  not  merely 
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to  investment  but  also  to  output.  The  same  is  true  of  administra- 
tion and  other  general  expenses  which  are  incurred  for  the  benefit 
of  the  business  as  a  whole.  The  Board  is  of  the  opinion  that  this 
theory  is  unsound,  and  that  its  logical  application  to  the  business 
of  any  electric  company  would  prove  an  effective  check  to  its  develop- 
ment,— a  conclusion  aided  by  the  comparative  tables  of  results 
elsewhere  submitted  by  the  company  itself.    .    .    . 

"The  company  is  entitled  to  an  adequate  return,  but,  as  the  Board 
has  repeatedly  said,  while  the  management  may,  if  it  desires,  choose 
between  profits  and  a  high  operating  cost,  yet  it  may  not  impose 
upon  the  public  a  combination  of  the  two,  which  is  unreasonably 
high.  In  reaching  its  conclusions  as  to  price,  the  Board  has  been 
influenced  by  the  opinion  that  the  company  in  its  operating  expenses 
and  dividends  is  exacting  more  from  the  public  than  is  fair  and 
reasonable." 

600— Rate  DifEerentials. 

"Some  criticism  of  the  differential  prices  which  are  offered  for  both 
light  and  power  was  made  in  the  course  of  the  hearings.  So  far  as 
these  prices  are  expressed  in  the  form  of  special  rates,  such  rates 
should  be  discontinued,  and  what  is  offered  to  any  one  customer 
should  be  open  to  all  who  desire  to  avail  themselves  of  their  terms 
and  who  seek  the  company's  service  under  like  conditions.  Beyond 
this  recommendation  it  has  seemed  to  the  Board,  for  reasons  so 
often  discussed  as  not  to  require  repetition  here,  that  it  should  deal 
in  such  a  proceeding  as  this  only  with  the  maximum  net  price  to 
commercial  customers  and  the  prices  for  street  lighting." 

450 — Value  of  Service. 

"Other  prices,  both  for  power  and  light,  are  made  chiefly  from  motives 
of  commercial  expediency,  to  obtain  business  which  cannot  other- 
wise be  obtained.  But  all  who  pay  the  maximum  price,  and  the 
towns  with  respect  to  their  street  lighting,  must  buy  of  the  company 
or  go  without  electricity,  and  they  are  entitled  to  receive  the  utmost 
consideration  of  the  Board." 

350 — Total  Revenue,  Expense,  Income. 

"The  effect  of  any  change  in  the  maximum  net  price  to  commercial 
customers  can  be  ascertained  only  approximately  and  on  the  assump- 
tion that  other  conditions  remain  constant.  A  decrease  in  such 
price,  however,  almost  inevitably  creates  an  increase  in  demand, 
which  it  is  difficult  to  forecast  accurately.  This  is  not  equally 
true  of  street  lighting.  A  reduction  in  its  prices,  while  perhaps 
encouraging  the  extension  of  this  service,  may  result  in  a  correspond- 
ing loss  in  revenue.  The  Board  believes  that  the  reductions  in  price 
which  are  hereinafter  recommended  are  fully  warranted,  and  will 
yield  the  company  a  revenue  ample  to  cover  all  reasonable  operating 
expenses,  including  a  proper  allowance  for  depreciation  and  a  fair 
return  upon  the  property  which  it  is  actively  and  necessarily  employ- 
ing for  the  public  convenience.     There  is  also  good  cause  to  believe 
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that  these  prices  can  be  bettered  when  the  company  has  had  time 
to  readjust  its  business  to  them  and  their  full  effect  upon  its  volume 
has  been  realized." 

729— Maximum  Rates. 

"In  view  of  the  foregoing  considerations,  the  Board  recommends 
that  on  and  after  April  1,  1915,  the  maximum  net  price  for  electricity 
supplied  by  the  Milford  Electric  Light  and  Power  Company  for  any 
use  shall  not  exceed  14  cents  a  kilowatt  hour;  and  that  the  price 
to  the  town  of  Milford  for  the  alternating  current  6.6  ampere  enclosed 
arc  street  lamps  be  not  more  than  $90.00,  and  for  the  40-watt  tungsten 
incandescent  street  lamps  be  not  more  than  $18.00  a  year,  so  long  as 
not  less  than  the  number  of  lamps  of  each  type  now  installed  are 
so  supplied  and  as  said  lamps  are  burned  all  night  and  every  night." 


OKLAHOMA 

540— Minimum  Charge. 

J.  I.  Case  Plow  Works  et  al.  vs.  Oklahoma  Gas  and  Electric  Com- 
pany, Asking  that  the  Minimum  Charge  for  Power  Service  be  Abolished 
or  Reduced.  Decision  of  the  Oklahoma  Corporation  Commission, 
Reducing  Such  Charges.     March  17,  1915. 

The  minimum  rate  for  power  service  now  being  collected  by  the  defend- 
ant is  $1.00  per  horse  power  for  the  first  15  horse  power  connected 
capacity,  or  fraction  thereof,  for  the  next  15  horse  power,  75  cents  per 
horse  power  connected  capacity,  and  all  in  excess  of  30  horsepower 
connected  capacity,  50  cents  per  horse  power. 

"When  the  complainants  were  putting  in  motors  for  the  operation 
of  their  business  in  Oklahoma  City,  most  of  them  did  so  with  the 
expectation  that  the  near  future  would  bring  an  increase  in  business. 
The  development  of  the  city  in  business  has  not  been  as  rapid  as 
anticipated  by  some,  hence  motors  with  greater  horse  power  capacity 
than  is  necessary  to  operate  the  plant  have  been  installed  and  are 
now  in  use. 

"It  is  contended  by  the  defendant  that  it  must  be  ready  to  serve 
the  full  connected  capacity  of  all  these  motors  on  demand.  In 
determining  the  justness  and  equity  of  minimum  rates,  the  expense 
of  being  ready  to  serve,  interest  on  the  investment  and  the  equip- 
ment devoted  to  the  particular  class  of  service  which  must  be  main- 
tained whether  any  current  is  actually  used  or  not,  must  be  consid- 
ered. If  all  the  motor  power  users  of  current  were  to  lea\'e  their 
motors  idle  for  one  month,  a  certain  amount  of  bookkeeping  would 
be  necessary  at  the  general  offices,  the  interest  on  this  investment 
for  that  month  must  necessarily  be  paid,  and  if  the  same  were  not 
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paid  by  the  users  of  this  service,  it  would  have  to  be  paid  from  some 
other  income. 

"Commissions  and  courts  which  have  had  under  consideration  the 
question  of  minimum  rates  generally  have  held  that  a  minimum 
rate  should  be  collected  sufficient  to  pay  all  the  expense  and  fixed 
charges  of  that  part  of  the  plant  set  apart  for  the  use  of  the  particular 
service.  The  contention  made  by  the  defendant  that  it  must  be 
ready  to  serve  the  complainants  in  this  case  to  the  amount  of  the 
maximum  capacity  of  their  horse  power  is  not  apphed  in  the  practical 
operation  so  as  to  cause  the  defendant  to  incur  the  expense  which 
the  connected  horse  power  capacity  would  indicate.  The  operation 
of  an  electric  light  plant  this  year  is  based  upon  the  experience  of 
last  year.  The  operation  of  the  plant  today  is  based  upon  the 
operation  of  the  plant  yesterday.  If  it  today  grows  cloudy  and  dark, 
the  operator  of  the  plant  prepares  for  the  peak  load  one  to  two  hours 
earlier  in  the  afternoon  than  if  the  day  is  clear.  The  operator  of  the 
plant  knows  approximately  the  amount  of  current  used  for  power  ser- 
vice during  the  month  of  December  last  year,  and  he  prepares  for  a 
similar  demand  during  the  month  of  December  this  year,  which  cal- 
culation may  be  modified  to  some  extent  by  any  change  in  local  or 
business  conditions.  It  is  something  similar  to  deposits  in  a  bank. 
The  bank  stands  ready  at  all  times  to  pay  its  depositors  in  cash.  The 
amomit  of  cash  it  keeps  on  hand  for  this  purpose  is  based  upon  its 
experience  and  it  keeps  a  sufficient  amount  of  currency  on  hand  to 
meet  all  reasonable  demands,  yet  if  all  of  its  depositors  were  to  call 
for  their  deposits  the  same  day,  the  demands  may  exceed  the  avail- 
able cash.  If  the  total  horse  power  capacity  should  be  demanded 
of  the  electric  light  plant  at  any  one  time,  it  would  doubtless  exceed 
the  capacity  of  the  plant  to  give  the  immediate  service,  on  the  same 
theory  that  a  bank  could  not  immediately  meet  the  demands  of  its 
depositors." 

(The  decision  here  gives  a  brief  synopsis  of  the  opinions  and  holdings  of 
other  Commissions  and  courts  in  regard  to  a  mmimum  charge  for 
electric  service.) 

"We  have  made  an  extensive  investigation  as  to  the  rates  charged 
in  other  cities  of  the  country,  and  we  find  that  in  a  great  majority 
not  less  than  SI  .00  per  month  per  horse-power  is  the  customary  and 
usual  minimum  charge.  In  most  mstances  where  a  charge  is  made 
lower  than  $1.00  per  horse-power,  the  change  has  been  made  by  an 
order  of  a  commission  or  an  ordinance  of  some  municipality. 

"As  herembefore  stated,  the  total  motor  horse-power  installation 
in  Oklahoma  City  is  greatly  in  excess  of  the  active  Load."   .    .    . 

"It  is  our  conclusion  from  all  facts  and  circumstances  in  this  case 
that  the  defendant  should  establish  a  minimum  rate  for  power  service 
of  $1.00  for  one  horse-power  or  less  of  connected  load;  50  cents 
per  horse-power  for  the  next  29  horse-power;  and  25  cents  per  horse- 
power for  all  over  30  horse-power  of  connected  load.     Should  this 
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minimum  rate  decrease  the  income  of  the  defendant  to  the  extent 
that  this  class  of  service  will  not  pay  its  proportional  part  of  the 
expenses,  considering  the  fact  that  most  of  the  power  supplied  is  on 
day  service,  the  defendant  may  make  a  complete  showing  to  the 
Commission  of  the  value  of  the  property  devoted  to  this  service  and 
the  expenses  incident  thereto,  with  an  application  to  readjust  the 
power  rates.  However,  regardless  of  the  result  of  that  showing, 
we  are  of  the  opinion  that  the  minimum  charges  mentioned  above 
are  fair  and  reasonable,  under  the  circumstances  in  this  case. 

"To  reiterate:  a  minimum  charge  is  for  the  purpose  of  taking  care  of 
those  continuous  fixed  charges  which  accrue  to  the  plant  because 
of  the  facilities  devoted  to  the  use  of  the  particular  consumer,  such 
as  meters,  transformers,  meter  reading,  collections,  etc." 

The  defendant  is  ordered  to  put  in  effect  the  minimum  charge  of  $1.00, 
50  cents  and  25  cents,  respectively,  as  above  determined. 

112.5 — Ordinance  Rates. 

The  company  raised  the  defense  that  it  was  complying  with  the  ordi- 
nance adopted  by  the  voters  of  Oklahoma  City.  The  Commission 
says,  however,  that  it  has  jurisdiction  to  alter  rates  established  by 
franchise,  and  cites  the  decision  of  the  court  in  Pioneer  Telephone  & 
Telegraph  Co.  vs.  State,  33  Okla.  724. 

Section  7  of  Article  18  of  the  Oklahoma  Constitution  saj's  that  the 
state  shall  not  surrender  "the  power  to  regulate  the  charges  for  public 
service,"  and  "no  exclusive  franchise  shall  ever  be  granted." 


CALIFORNIA 


129.4— Refunds. 


NiCKERSON  V.  Peoples  Water  Company,  Asking  that  the  Company 
be  Ordered  to  Refund  a  Connection  Charge.  Decision  of  the  Cali- 
fornia Railroad  Commission,  Dismissing  the  Petition,  February  27, 
1915. 

The  complainant  stated  that  the  Peoples  Water  Company  refused  to 
furnish  service  unless  the  sum  of  $10  was  paid  as  a  connection  charge, 
that  he  paid  this  charge  under  protest,  and  that  connections  were 
later  made  to  other  consumer  services  without  exacting  this  charge. 

It  appeared  that  at  the  time  the  charge  was  collected,  the  company 
was  authorized  to  make  such  charge  under  its  ordinance  from  the 
city  of  Oakland.  Later  the  Railroad  Commission  was  given  authority 
to  regulate  the  company,  and  after  a  conference  with  the  Commission 
the  company  voluntarily  discontinued  making  the  charge  for  con- 
nections. 

In  regard  to  ordering  the  refund  asked  for  in  this  case,  the  Commis- 
sion says: 
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"The  policy  of  the  commission  upon  the  question  of  claims  for 
reparation  was  set  forth  in  the  decision  in  Case  No.  277,  Pioneer 
Box  Company  vs.  Southern  Pacific  Company,  reported  in  Cali- 
fornia Commission's  Report,  Volume  1,  page  570.  We  quote  from 
that  decision: 

"  The  practice  of  filing  claims  for  reparation  after  a  carrier  has 
voluntarily  reduced  its  rates  is  deprecated  by  this  Commission. 
In  the  multitude  of  rates  which  railroads  find  it  necessary  to  make 
in  the  handling  of  traffic  it  is  unreasonable  to  suppose  that  they 
will  not  at  times  recognize  the  justice  of  reducing  rates,  something 
which  they  should  be  encouraged  in  rather  than  discouraged  by  the 
filing  of  suits  for  reparation  after  a  rate  has  voluntarily  been  re- 
duced.' 

"The  same  reason  there  applied  to  a  reduction  in  rates  by  railroads 
applies  with  equal  force  to  reductions  in  rates  or  the  discontinuance 
of  charges  which  amounts  to  a  reduction  in  the  cost  of  service  by 
other  public  utilities.  The  practice  of  charging  for  connecting 
consumers  with  the  systems  of  public  utilities  was  quite  general 
in  this  State  previous  to  the  position  taken  by  the  Commission,  as 
outlined  above,  and  counsel  for  the  complainant  in  this  case,  in  his 
statement  to  the  Commission  at  the  hearing,  admitted  that  it  was 
proper  and  right  for  utilities  to  receive  rates  upon  the  amount  nec- 
essarily invested  in  such  connections,  but  that  he  believed  it  should 
appear  as  an  addition  to  the  system  in  the  way  of  additions  and 
betterments,  or  charged  to  the  expense  of  operation. 

"Under  all  the  circumstances  of  this  case,  in  view  of  the  fact  that 
the  defendant,  the  Peoples  Water  Company,  was  authorized  by  the 
city  of  Oakland  by  Ordinance  No.  484,  N.  S.  above  referred  to, 
to  make  this  charge,  which  ordinance  was  still  in  full  force  and  effect 
at  the  time  the  charge  was  made,  and  in  view  of  the  voluntary  act 
of  the  defendant  company  in  discontinuing  the  charge  at  the  sug- 
gestion of  the  Railroad  Commission,  I  believe  and  find  as  a  fact 
that  this  is  not  a  case  where  reparation  should  be  granted,  and  that 
the  complaint  should  be  dismissed." 


NEW  YORK 


100 — Establishment. 


Application  of  the  Northern  New'  York  Power  Corporation  For 
Authority  to  Acquire  Hydraulic  Power  and  Other  Property.  Decision 
of  the  New  York  Public  Service  Commission  (2D),  Granting  the 
AppUcation.     February  23,  1915. 

According  to  the  proposition  submitted  to  the  Commission  for  approval, 
the  Columbia  ]\Iills,  Inc.,  the  present  o^^^ler  of  the  water  rights  and 
property  in  question,  is  to  receive  and  hold  all  the  capital  stock  of  the 
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Northern  New  York  Power  Corporation.  The  Columbia  Mills,  Inc., 
is  incorporated  under  the  Business  Corporations  Law,  and  its  main 
business  consists  in  the  manufacture  and  sale  of  merchandise. 

"In  the  operation  of  this  plant  the  corporation  is  generating  elec- 
tricity and  distributing  the  same  for  sale  across  a  certain  public 
highway  under  franchises  heretofore  duly  granted,  the  exercise  of 
which  franchises  has  been  approved  by  this  Commission  (Case  No. 
4712).  The  corporation  must  accordingly  be  considered  as  an 
'electrical  corporation'  within  the  definition  of  the  term  in  subdi- 
vision 13  of  section  2  of  article  I  of  the  Public  Service  Commissions 
Law.  However  much  we  may  be  inchned  to  question  the  wisdom 
of  this  particular  definition  if  and  when  it  is  invoked  in  connection 
with  the  application  of  certain  other  provisions  of  the  law,  there 
can  be  no  doubt  that  by  virtue  of  its  effect  The  Columbia  Mills, 
Inc.,  although  primarily  a  business  corporation  pure  and  simple, 
is  nevertheless  qualified  under  section  70  of  the  Public  Service 
Commissions  Law  and  subject  only  to  the  approval  and  consent 
of  this  Commission  to  acquire  and  hold  all  the  stock  and  bonds  of 
any  other  electrical  corporation. 

"Under  ordinary  circumstances,  in  the  exercise  of  a  proper  dis- 
cretion, this  Commission  doubtless  would  decline  to  authorize  the 
acquisition  and  holding  of  the  entire  capital  stock  of  an  electrical 
corporation  by  a  corporation  primarily  organized  and  doing  busi- 
ness as  a  business  corporation.  If,  for  example,  the  water  power 
proposed  to  be  developed  were  not  already  the  property  of  petitioner; 
or  speaking  broadly,  if  The  Columbia  Mills,  Inc.,  now  sought  author- 
ization to  purchase  and  hold  stock  or  bonds  of  an  electrical  cor- 
poration from  which  and  from  whose  business  establishment  it  was 
absolutely  dissociated  in  interest,  the  bare  fact  that  it  falls  within 
the  technical  term  of  an  electrical  corporation  under  the  statutory 
definition  thereof  would  not,  in  our  judgment,  qualify  it  for  such 
authorization.  But  the  facts  before  us  constitute  an  entirely 
different  situation.  Possessed  of  valuable  hydraulic  power  prop- 
erties, water  rights,  easements,  etc.,  etc.,  which  it  is  not  in  a  position 
to  develop  and  bring  into  present  use,  but  upon  which  it  is  desirous 
of  realizing,  it  proposes  to  transfer  all  of  such  property  to  the  North- 
ern New  York  Power  Corporation,  taking  back  from  the  latter 
all  of  its  stock  plus  an  amount  in  cash  which  shall  together  fairly 
represent  the  value  of  the  property  so  to  be  transferred  to  the  power 
corporation,  which  latter  shall  thereupon  become  a  producer  of 
light  and  power,  for  each  of  which  there  is  current  demand  in  the 
locality  where  the  property  is  located.  Under  these  circumstances, 
and  albeit  the  applicant  is  sul:)stantially  a  business  corporation, 
we  find  no  objection  to  its  acquisition  of  the  stock  and  bonds  in 
question,  which  it  may  lawfully  do  within  the  technical  requirements 
of  the  statute.  After  becoming  the  owner  of  such  securities  The 
Columbia  Mills,  Inc.,  will  in  a  sense  be  in  no  different  position  from 
that  which  obtained  when  it  was  the  owner  of  the  property  upon 
which  the  issue  of  the  securities  in  question  has  been  predicated." 
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CALIFORNIA 


144 — Mergers. 

Application  of  the  Los  Angeles  Railway  Corporation  and  City 
Railway  Company  of  Los  Angeles  For  Authority  to  Sell  Their  Prop- 
erty to  the  Los  Angeles  Railway.  Decision  of  the  California  Rail- 
road Commission,  Denying  the  Application  with  Leave  to  the  Appli- 
cant to  Submit  Modified  Financial  Plans  for  the  Transaction.  March 
3,  1915. 

In  this  application  for  transfer  of  property  the  Commission  finds  that 
the  estimated  reproduction  value  less  depreciation  is  not  equal  to  the 
value  of  the  bonds  for  the  issue  of  which  authority  is  requested.  The 
Commission  says : 

"The  situation  before  this  Commission  must  be  apparent  to  these 
applicants.  The  various  findings  of  value  have  been  available  to 
them  as  well  as  to  the  Commission.  There  has  been  no  request 
from  these  applicants  which  would  indicate  a  possible  method  of 
procedure  under  all  of  the  circumstances  as  developed. 

"I  am  of  the  opinion  that  the  condition  of  this  railway  system, 
physical  and  financial,  is  such  that  with  a  proper  degree  of  coopera- 
tion on  the  part  of  its  chief  parties  in  interest  with  the  city  of  Los 
Angeles  and  with  this  Commission,  it  can  solve  the  question  now 
confronting  it.     .      .      . 

"I  believe  the  modification  of  the  present  financial  plan,  in  this 
particular  instance,  should  spring  from  the  company  rather  than 
from  this  Commission.  I  therefore  recommend  that  the  applica- 
tion be  denied  with  leave  to  applicant  to  submit  a  modification  of 
the  financial  plans  herein  proposed." 

241— Investigation. 

"In  its  investigation  this  Commission,  and  the  city  of  Los  Angeles, 
as  well,  has  been  embarrassed  by  the  absence  of  many  of  the  most 
important  books  of  the  predecessor  companies  of  these  applicants. 
The  explanation  was  made  that  these  books  had  been  burned,  as 
it  was  thought  their  usefulness  had  ended.  This  does  not  appear 
to  me  to  be  a  valid  explanation,  and  I  have  no  hesitancy  in  rejecting 
the  excuse  that  these  books  would  be  no  longer  useful.  Any  man 
who  has  served  a  big  public  service  corporation  as  long  in  an  official 
capacity  as  have  certain  of  the  officials  of  these  applicants,  either 
did  know  or  ought  to  have  known  the  extreme  importance  of  pre- 
serving corporate  records.  I  think  the  conclusion  justified,  there- 
fore, that  these  books  were  either  destroyed  or  allowed  to  be  destroyed 
in  order  to  avoid  a  public  revelation  of  their  contents." 
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NEW  YORK 

132— Protection  from  Competition. 

Petition  of  the  Mongaup  Light,  Heat  and  Power  Company  For 
Authority  to  Exercise  Franchises  in  Territory  in  which  Another  Com- 
pany has  begun  Construction.  Decision  of  the  New  York  Public 
Service  Commission  (2  D),  Dismissing  the  Apphcation.  December 
31,  1914. 

The  Murray  Electric  Light  and  Power  Company  has  begun  the  con- 
struction of  its  line  to  serve  the  territory  which  the  petitioner  desires 
to  enter.  The  Murray  Company  was  authorized  by  the  Commission 
to  issue  bonds  in  order  to  make  extensions  to  its  system,  but  this  peti- 
tion urged  by  the  Mongaup  Company  has  been  the  chief  cause  for  the 
failure  of  the  Murray  Company  to  market  these  bonds. 

"The  Commission  appreciates  the  desire  of  the  people  at  Center- 
ville  Station  and  at  Hurleyville  for  electric  service,  but  it  is  not 
convinced  that  the  Murray  Company  has  had  sufficient  opportunity 
to  make  the  extension  of  its  lines  which  will  afford  that  service, 
taking  all  conditions  into  account,  and  it  is  clearly  of  the  opinion 
that  in  this  thin  territory  the  Murray  Company  should  not  be  sub- 
jected to  competition,  if  it  shall  be  ready  within  a  reasonable  time 
to  make  the  necessary  extension  of  its  lines  and  give  required  service 
to  these  communities.  The  section  involved  is  what  is  called  a 
summer  boarding  section,  and  much  of  the  custom  for  an  electric 
light  company  in  that  territory  must  come  from  the  hotels  or  boarding 
houses  there  located  during  about  four  months  in  the  year.  We 
are  satisfied  that  introducing  another  company  into  this  territory, 
and  so  have  two  competing  companies  in  operation,  would  be  entirely 
experimental,  with  much  doubt  existing  as  to  the  ability  of  the  new 
company  to  succeed,  even  though  the  water  power  may  be  properly 
and  satisfactorily  improved,  and  it  is  certain  that  the  results  to  the 
Murray  Company  would  be  disastrous,  so  far  as  affecting  its  opera- 
tions in  such  territory." 

The  petition  was  dismissed,  with  leave  to  the  petitioner  to  ask  for  a 
reopening  of  the  proceeding  on  or  after  December  first  next,  upon 
showing  that  the  Murray  Company  has  failed  to  make  extensions  of 
its  line  to  carry  out  the  provisions  of  its  franchises.  A  franchise  which 
the  Murray  Company  held  from  the  Village  of  Centerville  Station  has 
expired  by  limitation.  This  company  is  warned  that  under  this  dis- 
position of  the  case  it  must  not  delay  in  coming  to  a  proper  agreement 
with  this  village  and  in  taking  all  other  steps  necessary  to  completely 
serve  the  territory  involved  in  this  petition; 

and  if  such  delay  should  become  plainly  apparent  during  the  year, 
the  Mongaup  Company  will  not  be  prechuled  from  applying  for 
modification  of  the  order  to  be  entered  herein  providing  an  earlier 
date  for  the  reopening  of  this  proceeding. 
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ANNUAL  REPORTS 
CONNECTICUT 

252 — Commission  Annual  Reports. 

Third  Annual  Report  of  thr  Connecticut  Public  Utilities  Com- 
mission, For  the  Year  Ending  June  30,  1914,  838  pages. 

The  complete  rate  schedules  of  electric  and  gas  companies  operating  in 
Connecticut  are  given  as  of  June  30,  1914  (page  690).  The  report  also 
includes  statements  of  the  financial  condition  of  all  public  service  com- 
panies as  ascertained  from  the  returns  of  such  companies  and  examina- 
tions by  the  Commission.  A  brief  summary  in  tabulated  form  of  the 
Commission's  orders  and  decisions  is  also  given. 

OREGON 

252 — Commission  Annual  Reports. 

Eighth  Annual  Report  of  the  Oregon  Railroad  Commission. 
December  15,  1914 

In  its  recommendations  for.  legislation  the  Commission  suggests  that 
changes  in  the  law  be  made  to  eliminate  duplication  of  reports.  Acci- 
dents are  to  be  reported  to  the  Commission,  to  the  Labor  Commissioner 
and  to  the  State  Industrial  Commissioner.  The  Commission  says  one 
such  report  to  one  office  or  commission  is  all  that  is  necessary.  By  re- 
arrangement of  dates  at  which  reports  to  the  Tax  and  Railroad  Com- 
missions are  required,  standardization  of  reports  to  these  bodies  will  be 
possible. 

A  brief  summary  is  given  of  the  jurisdiction  of  the  Commission,  and  the 
organization  and  work  of  its  administrative  force.  The  decisions  of  the 
Commission  upon  formal  and  informal  cases,  decided  during  the  year, 
are  given.  Abstracts  of  the  annual  reports  made  to  the  Commission  by 
the  companies  under  its  jurisdiction  are  also  given. 


REFERENCES 
RATES 

600-Rate  Differentials. 

Class  Rates  for  Light  and  Power  Systems  or  Territories,  by 
Frank  G.  Baum.     Proceedings  of  the  A.  I.  E.  E.,  April,  1915,  p.  485. 

The  paper  urges  the  establishment  of  uniform  rates  throughout  a  system  or  terri- 
tory for  different  classes  of  service.  The  advantages  are  sununarized  as  follows: 
"Average  class  rates"  for  an  entire  system  will  tend  to  have  "value  of  ser- 
vice" and  "reasonableness  of  rate"  given  consideration  when  fixing  rates;  will  make 
one  rate  for  entire  district  for  one  class,  and  hence  give  advantage  to  company 
having  the  lowest  cost;   will  tend  to  reward  the  efficient  company  and  hence  tend 
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to  reduce  costs  of  service;  will  tend  to  allow  constant  service  value  of  the  property 
of  the  system  as  a  whole;  will  very  much  simplify  rate  making;  will  remove  the 
differences  in  rates  which  cause  most  dissatisfaction  and  most  rate  inquiries;  and 
will  tend  to  make  rates  stable  over  a  period  of  years.  In  establishing  these  rates, 
the  writer  segregates  the  service  into  eight  classes  (residence  and  peak  lighting, 
commercial  lighting  and  small  power,  street  lighting,  day  power,  day  and  night 
power,  railway  power,  irrigation  and  reclamation),  and  divides  the  rates  into  energy 
and  demand  charges  based  as  nearly  as  possible  upon  natural  normal  costs  for  each 
class,  having  due  regard  for  the  fact  that,  as  a  matter  of  policy,  it  should  be  remem- 
bered that  the  low  class  power  business  promotes  industrial  and  agricultural  ac- 
tivity and  tends  to  build  up  a  stable  and  prosperous  community,  and  hence  also 
increases  the  lighting  business  indirectly. 


INVESTMENT  AND  RETURN 


310— Valuation. 

The  New  York  Telephone  Company.  Y-z  page,  Electrical  Review  and 
Western  Electrician.     April  10,  1915,  p.  697. 

A  statement  made  by  Union  N.  Bethell,  president  of  the  New  York  Telephone  Com- 
pany, is  given  in  which  he  says  that  the  company  determined  to  accept  a  prima 
facie  finding  of  the  Commission  in  the  recent  rate  case,  based  on  evidence  intro- 
duced by  the  Commission,  without  waiting  to  put  in  its  own  testimony,  in  order  to 
end  a  situation  which  had  become  almost  intolerable.  While  the  Commission  was 
conducting  its  investigation,  the  Foley  Committee  also  made  an  investigation 
covering  part  of  the  same  ground,  and,  notwithstanding  these  investigations, 
several  mandatory  rate  bills  were  introduced  in  the  legislature.  To  compile  the 
information  called  for  by  the  investigating  bodies,  and  to  properly  present  facts 
before  the  legislative  committees,  the  company's  organization  has  long  been  over- 
taxed to  such  an  extent  as  to  threaten  its  ability  to  render  efficient  telephone  ser- 
vice. 

The  value  of  the  company's  property  and  the  effect  of  the  reduction  in  rates  is 
briefly  commented  on. 

340 — Rate  of  Return. 

In  the  Matter  of  the  AppHcation  of  Central  California  Gas  Com- 
pany for  a  Definition  of  8  per  cent  Net  Return.  Argument  of  C.  S.  S. 
Forney,  for  Applicant. 

The  applicant  asks  the  Commission  to  state  definitely  what  a  i)ublic  utility  may 
earn,  and  to  pass  upon  a  schedule  of  disbursement  of  the  net  earnings  of  a  utility 
under  a  given  set  of  facts,  in  order  that  the  financing  of  such  utility  operations 
may  be  clear  to  persons  who  are  solicited  to  put  money  into  such  an  enterprise. 
The  Commission  is  requested  to  answer  certain  specific  questions  set  forth  in  the 
brief.     The  writer  says: 

"Every  utility  has  to  have  money  to  fulfill  its  duty  as  a  public  utility,  and  such 
money  can  be  obtained  at  a  less  cost  to  the  public  if  the  conditions  are  dt>finitely 
known  and  if  the  Commission  will  commit  itself  to  a  certain  policy  under  cer- 
tain conditions, — some  one  has  to  take  the  responsibility  for  sotting  out  to  the 
people  who  have  money  the  conditions  and  the  treatment  their  money  will 
receive." 
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342— Dividends. 

Dividends  and  Rate  Making.  Editorial,  Electric  Railway  Journal, 
April  10,  1915,  p.  701. 

The  declaration  of  large  dividends  on  the  capital  stock  of  public  service  corpora- 
tions is  often  immediately  followed  by  insistence  en  the  part  of  its  patrons  that 
the  company's  rates  are  excessive.  The  decision  of  the  New  Jersey  Board  of 
Public  Utility  Commissioners  in  the  recent  Acquackanonk  Water  Company  Case 
(reported  in  6  Rate  Research  343)  is  discussed  as  an  answer  to  the  question  of 
what  should  be  the  relation  between  dividends  and  rate  adjustments. 


PUBLIC  SERVICE  REGULATION 

211 — Qualification  of  Commissioners. 

Qualifications  of  Commissioners.  Editorial,  Electric  Railway  Journal, 
April  10,  1915,  p.  699. 

The  editorial  discussion  of  the  appointment  of  Colonel  Haj-ward  to  the  New  York 
First  District  Commission  is  taken  to  show  that  there  is  a  better  realization  of 
the  importance  o^  appointing  trained  men  as  public  service  commissioners.  While 
no  exception  is  taken  to  the  new  appointee  personally,  the  sentiment  is  generally 
expressed  that  he  has  not  had  the  exjaerience  of  training  to  fit  him  for  the  im- 
portant position.  The  editorial  points  out  that  Commission  regulation  is  weak- 
ened by  political  appointments,  which  force  the  commission  to  become  a  training 
school  for  its  members. 

221 — Capitalization. 

Regulation  of  Public  Utility  Securities,  by  Paul  A.  Sinsheimer. 
3  pages,  Journal  of  Electricity,  Power  and  Gas,  April  10,  1915,  p.  294. 

The  paper  is  a  summary  of  a  talk  by  Mr.  Sinsheimer,  bond  expert  of  the  California 
Railroad  Commission,  given  before  the  San  Francisco  Chapter  of  the  American 
Institute  of  Bankers,  January  19,  1915.  Investors  are  warned  that  commission 
authority  for  the  issue  of  securities  under  the  California  statute  must  not  and 
cannot  be  accepted  as  a  declaration  of  the  Commission's  belief  in  the  safety  of 
securities.  In  regulating  public  utility  securities,  the  state  assumes  no  direct 
obligation.  The  state,  through  its  commission,  merely  passes  judgment  upon 
the  application  presented.  The  purposes  for  which  securities  may  be  issued  are 
limited,  but  the  corporation  retains  its  freedom  to  contract  indebtedness  as  it 
pleases.  The  responsibility  has  not  changed  with  regulation.  It  rests  entireh' 
with  the  utility.  While  the  commi.ssion  insists  upon  certain  safeguards,  it  can 
not  assume  authority,  nor  a  right,  nor  should  it  pretend  to  a  superhuman  wisdom 
to  require  absolute  safety.  Nor  would  it  be  a  wise  law  that  contemplated  that 
all  investments  should  be  free  from  doubt.  Economic  force  is  stronger  than 
law,  and  such  a  law  could  only  defeat  itself.  Some  of  the  considerations  which 
enter  into  the  commission's  conclusions  when  passing  upon  securitj-  issues  are 
outlined. 

132 — Protection  from  Competition. 

The  paper  also  touches  upon  the  matter  of  affording  proper  protection  from  com- 
petition under  regulation.  It  is  pointed  out  that  'while  the  state  has  adopted 
the  policy  of  protection  from  competition,  the  policy  of  preserving  competition 
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is  followed  by  the  nation.  The  contrary  policies  are  illustrated  by  reference  to 
California.  The  Attorney-General  of  the  United  States  is  attempting,  by  suit, 
to  dissolve  the  merger  of  the  Central  Pacific  and  the  Southern  Pacific,  while  the 
Commission  of  California  declared  against  the  severance  of  these  lines,  on  the 
ground  that  it  would  impair  the  efficiency  of  what  is  now  a  strong  and  unified 
transportation  system.  The  Commission  has  permitted  the  Pacific  Telephone 
and  Telegraph  Company  to  absorb  smaller  independent  companies.  At  the  same 
time  the  national  government,  through  the  Department  of  Justice,  has  entered 
into  an  agreement  with  the  American  Telephone  &  Telegraph  Company,  the  parent 
corporation  of  the  Pacific  Company,  which  would  prevent  such  consolidations 
and  contemplates  a  dissolution  where  consolidations  have  occurred. 

The  writer  says: 

"Certainly  both  policies  cannot  prevail.  We  have  come  to  understand  in 
America  that  economic  force  persists  despite  preventive  legislation.  Appar- 
ently, however,  the  understanding  is  not  unanimous." 


GENERAL 


783— Safety  of  Service. 

National  Electrical  Safety  Rules,  by  Edward  B.  Rosa.  3  pages, 
Electrical  World,  April  10,  1915,  p.  915. 

In  an  article  published  in  Electrical  World  of  April  3,  1915,  page  845,  Mr.  Rosa, 
Chief  Physicist  of  the  Bureau  of  Standards,  gave  an  account  of  the  development 
of  the  new  National  Electrical  Safety  Code  to  date,  and  the  co-operation  of  state 
public  service  and  industrial  commissions,  city  inspectors,  engineers  of  electric 
companies,  and  various  associations  with  the  Bureau  in  the  preparation  of  the 
Code.  The  article  in  this  week's  issue  deals  with  the  rules  themselves,  and  with 
the  present  plans  for  their  introduction  into  general  use. 

900— General. 

A  New  Step  in  Street  Illumination,  by  Isador  Ladoff.  4^  pages, 
Electrical  Review  and  Western  Electrician,  April  10,  1915,  p.  691. 

The  efficiency  of  the  new  nitrogen-filled  tungsten  lamp  is  discussed,  and,  recog- 
nizing that  the  appearance  of  a  new  invention  acts  as  a  stimulant  for  further  prog- 
ress in  the  same  line,  the  writer  takes  up  the  consideration  of  what  will  be  the 
next  step  in  street  illumination. 

900— General. 

Reports  to  Public  Authorities.  Editorial,  Electrical  World,  April 
10,  1915,  p.  897. 

The  editorial  protests  against  the  present  heavy  burden  of  making  numerous  re- 
ports to  local  and  int(>rstate  officials.  For  exami)le,  the  Western  Union  Tele- 
graph Company  makes  17,000  statements  annually  to  public  authorities.  With  a 
gross  operating  income  of  $46,264,000,  it  makes  one  report  for  every  $2,614  of  in- 
come. This  would  indicate  a  lack  of  (H)-operation  by  public  authorities,  duplica- 
tion of  jurisdiction,  and  excessive  red  tape.  Conii)anies  are  under  obligation  to 
comply  with  reasonable  regulations,  but  the  cost  must  be  added  to  their  charges 
for  service. 
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RATES 
THE  NEW  YORK  EDISON  COMPANY 

720— Rate  Schedules. 

The  New  York  Edison  Company,  New  Schedule  of  Rates,  Effective 
May  1,  1915. 

The  New  York  Edison  Company  has  issued  a  new  schedule  of  rates  in 
accordance  with  the  order  of  the  Public  Service  Commission  for  the 
First  District,  dated  March  16,  1915  (7  Rate  Research  3).  The  new 
rates  are  as  follows: 

GENERAL  RATE. 

Rate. 

8  cents  per  kilowatt-hour  for  the  first  900  kilowatt-hours  monthly  or  29.589 
kilowatt-hours  daily  consumption. 

7  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  monthly  or  3.287 
kilowatt-hours  daily  consumption. 

6  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  monthly  or  6.575 
kilowatt-hours  daily  consumption. 

5  cents  per  kilowatt-hour  for  the  next  300  kilowatt-hours  monthly  or  9.863 
kilowatt-hours  daily  consumption. 

4.5  cents  per  kilowatt-hour  for  the  next  400  kilowatt-hours  monthly  or  13.150 
kilowatt-hours  daily  consumption. 

4.25  cents  per  kilowatt-hour  for  all  excess  over  1,900  kilowatt-hours  monthly 
or  62.464  kilowatt-hoiu-s  daily  consumption. 

^  Note — In  that  portion  of  the  Borough  of  the  Bronx,  known  as  the  old  town  of 
Kingsbridge,  and  in  that  portion  of  the  Borough  of  the  Bronx  lying  east  of  the 
Bronx  River,  the  rates  are  unchanged. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Power  Rate. 

Available  for  power  purposes  only. 

Rate. 

5  cents  per  kilowatt-hour  for  the  first  450  kilowatt-hours  monthly  or  14.794 

kilowatt-hours  daily  consumption. 

7  cents  per  kilowatt-hoin-  for  the  next  100  kilowatt-hours  monthly  or  3.287 
kilowatt-hours  daily  consumption. 

6  cents  per  kilowatt-hour  for  the  ne.xt  1,350  kilowatt-hours  monthly  or  44.383 

kilowatt-hours  daily  consumption. 

4.25  cents  per  kilowatt-hour  for  all  excess  over  1,900  kilowatt-hours  monthly 
or  62.464  kilowatt-hours  daily  consumption. 

Optional  Power  Rate. 

Should  the  above  General  Rate  prove  in  any  period  more  advantageous,  either 
for  power  alone  or  in  combination  with  the  electric  light  used  by  the  consumer, 
it  shall  be  substituted  for  the  power  schedule. 

Minimum  Charge. 
None 

Lamp  Service. 

This  contract  includes  the  supply  of  current  only;  care  of  the  installation, 
supply  of  lamps  or  trimming  of  arc  lamps  are  not  included  hereunder. 

Customers  may  have  the  so-called  "free  renewal"  lamps,  supplied  as  heretofore, 
under  a  separate  agreement,  f.or  one-half  cent  (he)  per  kilowatt-hour. 


WHOLESALE  RATE   (MANHATTAN). 

Available  for  consumers  using  not  less  than  75,000  kilowatt-hours  annually. 

Rate. 

5  cents  per  kilowatt-hour  for   the  first  75,000  kilowatt-hours  consumed  per 
year. 

4  cents  per  kilowatt-hour  for  the  next  100,000  kilowatt-hours  consumed  per 
year. 

3  cents  per  kilowatt-hour  for  the  next  150,000  kilowatt-hours  consumed  per 
year. 

2.5  cents  per  kilowatt-hour  for  the  next  775,000  kilowatt-hours  consumed  per 
year. 

2  cents  per  kilowatt-hour  for  all  excess  over  1,100,000  kilowatt-hours  consumed 
per  year. 

Maximum  Rate. 

The  bills  for  each  contract  year  shall  not  exceed  $3,750  for  an  annual  con- 
sumption of  electric  current  not  exceeding  75,000  kilowatt-houi's. 

Minimum  Charge. 

The  monthly  payments  for  the  expired  months  of  each  contract  year  shall 
average  not  less  than  .1312.50.  Any  difference  between  the  amount  so  paid 
and  the  monthly  consumption  at  the  rates  scheduled  herein  sliall  be  considered 
as  a  payment  on  account  of  \\\o  annual  use  of  current  guaranteed  under  this 
agreement. 
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Term  of  Contract. 

The  service  under  this  contract  shall  continue  for  not  less  than  six  years  after 
the  connection  of  the  service,  subject  thereafter  to  termination  by  either  party 
upon  jiiviiig  thirty  clays'  notice  in  writing. 

Lamp  Service. 

This  contract  includes  the  supplj'  of  current  only;  care  of  the  installation, 
su])ply  of  lamps  or  trimming  of  arc  lamps  are  not  included  hereunder. 

WHOLESALE  RATE  (BRONX). 

Available  for  consumers  using  not  less  than  60,000  kilowatt-hours  annually. 

Rate. 

(Tlie  rates  in  this  schedule  are  the  same  as  the  above  rates  for  Manliatran.) 

Maximum  Rate. 

The  bills  for  each  contract  year  shall  not  exceed  .$3,000  for  an  annual  con- 
sumption of  electric  current  not  exceeding  60,000  kilowatt-hours. 

Minimum  Charge. 

The  monthly  payments  for  the  expired  months  of  each  contract  year  shall 
average  not  less  than  .$250.00.  Any  difference  between  the  amount  so  paid 
and  the  monthly  consumption  at  the  rates  scheduled  herein  shall  be  con- 
sidered as  a  paj'ment  on  account  of  the  annual  use  of  current  guaranteed  under 
this  agreement. 

Term  of  Contract. 

The  service  under  this  contract  shall  continue  for  not  less  than  six  years  after 
the  connection  of  the  service,  subject  thereafter  to  termination  by  either  party 
upon  giving  thirty  days'  notice  in  writing. 

Lamp  Service. 

This  contract  includes  the  supply  of  current  onh^;  care  of  the  installation, 
siipply  of  lamps  or  trimming  of  arc  lamps  are  not  included  hereunder. 

BREAKDOWN  AGREEMENT. 

Service  Charge. 

There  shall  be  a  service  charge  of  twenty-four  dollars  (.$24)  annually  for  each 
kilowatt  of  maximum  demand  contracted  for  hereunder;  and  this  agreement 
shall  continue  for  one  year  and  thereafter  until  terminated  l\v  thirty  days' 
notice  in  writing,  given  by  either  party  hereto. 

Within  this  service  charge  electric  current  may  be  consumeil  during  any  period 
of  the  3'ear  at  the  rates  herein  stipulated  without  additional  cost  to  the  under- 
signed. 

Minimum  Charge. 

For  billing  purposes  this  service  is  to  be  charged  for  monthly,  pvn  rata,  at  the 
rate  of  $2.00  for  each  kilowatt  of  maximum  denumd  contracted  for. 

Terms  and  Conditions. 

The  maximum  demand  to  be  supplied  hereunder  is  to  be  divided  and  taken  in 
approximately  equal  quantities  from  each  side  of  the  three-wire  service. 

At  a  point  convenient  to  the  service  switch  an  automatic  maximum  demand 
switch  shall  be  installed  by  the  company  which  will  instantaneously  open  the 
circuit  should  the  demand  on  either  side  of  the  service  exceed  one-half  of  the 
demand  stipulated  hereunder. 
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Where  the  demand  contracted  for  is  less  than  ten  kilowatts  the  cost  of  instal- 
ling, but  not  including,  the  automatic  switch,  not  exceeding  $75,  is  to  be  paid 
by  the  consumer. 


COMMISSION  DECISIONS 

KANSAS 

300— Investment  and  Return. 

The  Fort  Scott  Gas  and  Electric  Company  v.  The  City  of  Fort 
Scott,  Kansas,  Alleging  That  Ordinance  Rates  Are  Unreasonable. 
Decision  of  the  Kansas  Public  Utilities  Commission,  Fixing  Rates. 
March  29,  1915. 

The  company  alleges  that  the  rates  for  electric  service  fixed  in  the 
ordinance  recently  obtained  from  the  city  of  Fort  Scott  are  inadequate 
and  complaint  is  brought  to  the  Commission  as  provided  for  in  Section 
33,  Chapter  238  of  the  Laws  of  1911. 

The  Commission's  jurisdiction  in  the  matter  is  discussed.  The 
Commission  finds  that  the  city  was  without  power  to  prescribe  rates 
for  the  furnishing  of  natural  gas  by  the  company,  which  it  also  mider- 
took  to  fix  in  the  ordinance;  but  that  the  city  commission  of  Fort  Scott, 
had,  and  has,  original  jurisdiction  to  pass  any  reasonable  ordinance 
fixing  and  establishing  rates  for  electric  light  and  power,  to  be  furnished 
to  the  city  and  its  inhabitants,  and  that  the  questions  presented  to  this 
Commission  invoke  its  appellate  jurisdiction  under  section  33  of  the 
Public  Utilities  Law. 

149— Holding  Companies. 

In  reviewing  the  history  of  the  company,  the  decision  says: 

"The  new  owners  of  the  property,  not  having  had  experience  in  the 
operation  of  public-utility  properties,  entered  into  a  contract  on  June 
13,  1910,  with  the  Light  and  Development  Company,  of  St.  Louis, 
Mo.,  whereby  the  latter  was  to  operate  the  properties  of  the  com- 
plainant for  a  period  of  ten  years  from  the  date  of  said  contract. 
The  said  Light  and  Development  Company,  according  to  the  testi- 
mony, is  a  concern  organized  for  the  ])urpose  of  operating  public 
utility  properties,  and  is  engaged  in  operating  water,  light  and  gas 
utilities  in  various  cities  in  Missouri,  Illinois,  Arkansas,  Ohio  and 
South  Dakota.  This  operating  company  is  composed,  according  to 
the  testimony,  of  engineers,  accountants  and  new  business  promoters, 
who  are  experts  in  the  different  lines  of  public  service.  The  Light 
and  Development  Company,  under  the  terms  of  its  contract,  acts  in 
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an  advisory  and  supervisory  capacity,  its  experts  giving  technical 
advice  to  the  owners  of  the  property  and  supervising  all  of  the 
operations  of  the  company." 

Later,  in  investigating  the  revenues  and  expenses  of  the  company,  the 
Commission  finds  that  the  revenues  of  the  company  have  increased 
and  the  operating  expenses  have  decreased  under  the  management  of 
the  development  company. 

411— Apportionment  of  Expense. 

The  complainant  states  that  it  wished  to  segregate  its  street  railway 
property  under  a  separate  franchise,  but  was  forced  by  the  city  to  ha^•e 
the  properties  bound  together.  It  was  feared  by  the  city,  that 
the  street  railway  property  might  be  abandoned,  as  it  was  common 
knowledge  that  the  street  railway  property,  was,  of  itself,  not  a  paying 
property,  but,  on  the  contrary,  a  financial  burden  to  its  owners.  The 
decision  says: 

"The  chief  question  involved  in  this  case  is  whether  or  not  the  losses 
in  the  operation  of  the  street-railway  system  may  be  recouped  from 
earnings  in  the  electric  department.  We  think  the  evidence  is  quite 
clear  that  there  was  a  general  understanding,  when  the  franchises 
were  granted  in  1910,  on  the  part  of  all  concerned,  that  the  street- 
railway  property  was,  of  itself,  not  a  paying  property,  and  that  the 
intention  of  the  city  was  to  so  arrange  the  franchises  that  the  street- 
railway  property  could  not  be  abandoned.  There  is  no  testimony 
however,  showing  that  it  was  the  purpose  of  the  city,  at  that  time, 
to  fix  the  electric  light  rates  high  enough  to  cover  the  losses  from 
operations  of  the  street-railway  property,  but  whether  or  not  this  was 
the  purpose  of  the  city,  is  immaterial.  In  either  case,  the  Commission 
finds  that  it  must  use  its  own  judgment  in  passing  upon  the  merits 
of  the  question. 

"We  do  not  believe  that  it  is  the  desire  of  the  citizens  of  Fort  Scott 
to  have  the  street-railway  enterprise  abandoned.  It  is  our  opinion, 
also,  that  the  citizens  of  Fort  Scott  are  not  so  unreasonable  as  to 
expect  the  complainant  to  contmue  operating  the  street-railway- 
property,  year  in  and  year  out,  at  a  loss.  To  insist  upon  this  would 
be  to  insist  upon  confiscation  of  the  property,  which  is  neither 
lawful  nor  desirable.  That  the  street-railway  system  is  being, 
and  has  been  in  the  past,  operated  at  a  loss,  is  shown  by  uncon- 
troverted  testimony. 

"We  know  of  no  way  whereby  the  revenue  of  the  street-railway 
system  may  be  increased.  If  the  fare  was  fixed  at  more  than  five 
cents  per  passenger,  we  doubt  if  any  one  would  ride  the  cars,  and 
that  this  would  reduce  rather  than  increase  the  revenue  is  beyond 
the  perad venture  of  a  doubt. 

"The  Commission  is  therefore  of  the  opinion,  and  so  finds,  that  for 
the  purpose  of  determining  whether  or  not  the  rates  charged  are  just 
and  proper,  the  electric  street-railway  and  steam-heating  properties 
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should  be  treated  as  one,  and  if  the  rates  are  just  and  proper,  they 
should  yield  a  fair  return  upon  the  fair  value  of  the  property,  used 
and  useful  in  performing  the  street-railway,  electric  and  heating 
services." 

310— Valuation. 

A  valuation  was  made  of  the  combined  properties  for  railway,  electric 
and  heating  services  served  from  the  same  power  house. 

314 — Overhead  Charges. 

The  Conunission's  engineer  allowed  4.6%  for  engineering,  4.6%  for 
contingencies,  2.3%  for  taxes,  legal  and  other  expenses,  and  3.3%  for 
interest  during  construction,  making  a  total  of  14.8%  for  overhead 
charges. 

315.1— Going  Value. 

The  company,  in  its  valuation  of  the  electric  property,  included  an 
item  of  119,266  for  cost  of  attaching  the  business.  No  corresponding 
item  was  included  in  the  street  railway  valuation.  The  city's  valu- 
ation of  the  electric  property  allowed  $15,000  for  going  value.  The 
decision  says: 

"There  seems  to  be  a  great  lack  of  unanimity  among  courts,  com- 
missions, text-writers,  engineers  and  other  authorities  regarding 
what  is  meant  by  'going  value.'  It  would  be  a  bootless  task, 
and  is  wholly  unnecessary,  for  this  Commission  to  undertake  to 
settle  differences  of  definition,  or  to  outline,  in  detail,  the  factors 
which  should  properly  be  included  in  the  term. 

"While  the  courts  and  commissions  are  far  from  being  harmonious 
upon  the  question  of  whether  or  not  'going  value'  should  be  included 
in  the  appraisement  of  a  public  utility  for  rate-making  purposes, 
it  would  appear  that  the  great  weight  of  authority,  as  well  as 
the  best  considered  cases,  require  that  some  addition  be  made  to 
the  physical,  tangible  value  for  intangible  value  as  a  'going  concern.' 
What  amount  should  be  thus  added  for  so-called  'going  value'  must 
necessarily  depend  upon  the  facts  and  circumstances  of  each  case. 
It  might  properly  constitute  a  considerable  element  of  value  in  one 
case;  in  another  it  might  be  almost  negligii)le. 

"What,  then,  in  the  case  before  us,  under  all  the  facts  and  circum- 
stanges,  is  a  fair  and  reasonable  allowance  to  be  made  in  the  valua- 
tion for  the  element  of  intangible,  or  'going  value"? 

"After  consideration  of  the  entire  matter  in  all  its  Halations,  the 
Commission  has  determined  to  add  to  the  present  physical  value  the 
sum  of  $15,000  for  going  value,  and  in  view  of  the  conditions  (le\el- 
oped  upon  the  hearing  concerning  a  part  of  the  property,  we  think 
this  a  liberal  allowance  for  this  (dement  of  value. 

"The  actual  present  physical  value  of  the  combineil  properties  is 
ascertained  and  determined  to  be  $239,860.60;  therefore  the 
amount  upon  which  respondent  is  entitled  to  earn  reasonable 
returns  is  $254,860.60." 
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"Tersely  stated,  s^ii^g  value  may  be  said  to  be  the  cost  of  buildinji 
up  a  business.  It  has  been  defined  as  a  'created,  income  enjo\ed 
by  a  going  or  existing  plant.'  The  supreme  court  of  Iowa,  in  Water 
Company  v.  Cedar  Rapids,  118  Iowa,  262  defines  it  as  'that  value 
which  arises  from  having  an  established  or  going  business.'  " 

340— Rate  of  Return. 

The  Commission  finds  that  the  reasonable  return  in  this  case  is  seven 
per  cent  per  annum  on  the  \'alue  of  the  property  as  above  stated. 

360 — Depr  ec  iat  ion . 

The  reasonable  sum  to  be  set  aside  annually  for  depreciation  is  found 
to  be  four  and  one-half  per  cent  of  the  value  of  property. 

"In  fixing  four  and  one-half  per  cent  per  annum  as  the  reasonal)Ie 
sum  to  be  set  aside  for  depreciation  reserve,  it  is  assumed  that  the 
fund  thus  created  will  be  properly  invested  and  the  accruing  interest 
compounded  annually,  or  at  shorter  intervals." 

720— Rate  Schedules. 

The  Commission  finds  that  the  ordinance  rates  are  unreasonable  and 
recommends  that  the  city  modify  its  orrlinance  to  put  in  effect  rates 
for  electric  service  as  follows: 


COMMERCIAL  LIGHTING. 

Rate. 

122  cents  per  kilowatt  hour  for  the  first  one  and  one-half  hour's  use  per  day  of 
installed  capacity. 

7|  cents  i^er  kilowatt  hour  for  the  next  one  and  one-half  hour's  use  per  day  of 
installed  capacity. 

5  cents  per  kilowatt  hour  for  the  next  six  hours'  use  per  day  of  installed  capacity. 

21  cents  per  kilowatt  hour  for  all  use  in  excess  of  nine  hours'  use  per  daj-  of 
installed  capacity. 

Determination  of  Connected  Load. 

No  installation  will  be  figured  as  less  than  1  kilowatt.  Outside  sign  or  decoration 
lighting,  or  fans,  need  not  be  included  in  arriving  at  the  installed  capacity. 

Theaters  and  picture  shows  may  be  figured  on  the  basis  of  75  per  cent  of  the 
total  installed  capacity. 

Halls,  churches,  schools,  etc.,  may  be  figured  on  basis  of  one-fourth  of  the 
actual  connected  load;  provided,  however,  that  the  same  does  not  amount  to 
less  than  3  kilowatts. 

Prompt  Payment  Discount. 

20  per  cent  discount  where  monthly  bills  are  paid  on  or  before  the  tenth  day  of 
the  month  following  the  one  in  which  the  service  was  rendered. 

Minimum  Charge. 

.5  cents  per  16  candle-power  lamp,  50  watt  or  equivalent  connected,  but  not 
less  than  $1.00  per  month. 
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RESIDENCE  LIGHTING  RATE. 
Rate. 

15  cents  per  kilowatt  hour  for  the  first  25  kilowatt  hours  use  per  month. 
7^  cents  per  kilowatt  hour  for  all  excess  use  per  month. 

Prompt  Payment  Discount. 

20  per  cent  discount  where  monthly  bills  are  paid  on  or  before  the  tenth  day 
of  the  month  following  the  month  in  which  the  service  was  rendered. 

Minimum  Charge. 

$1.00  per  month. 

POWER  RATES. 

Rate. 

8  cents  per  kilowatt  hour  for  the  first  one  hour  use  per  day  of  installed  capacity. 

6  cents  per  kilowatt  hour  for  the  next  one  hour  use  per  day  of  installed  capacitj'. 

i  cents  per  kilowatt  hour  for  the  next  four  hours'  use  per  day  of  installed 
capacity. 

2  cents  per  kilowatt  hour  for  all  use  in  excess  of  six  hours  per  day  of  installed 
capacity. 

Determination  of  Connected  Load. 

Xo  installation  to  be  figured  as  less  than  1  kilowatt.     Where  installations  are 
less  than  7^  kilowatts,  total  capacity  of  the  service  installed  to  be  figured. 

Between  7J  and  15  kilowatts,  the  installed  capacity  may  be  figured  as  75  per 
cent  of  the  total  connected  service,  but  not  to  be  less  than  7|  kilowatts. 

Installations  in  excess  of  15  kilowatts  may  be  figured  on  the  basis  of  50  per 
cent  of  the  total  installed  capacity,  but  same  to  be  not  less  than  11  kilowatts. 

P  rcmpt  Pajnnent  Discount. 

20  per  cent  discount  where  monthly  l)ills  are  paid  on  or  before  the  tenth  day 
of  the  month  following  the  one  in  which  the  service  was  rendered. 

Minimimi  Charge. 

75  cents  per  horse  power  connected  per  month. 


MISSOURI 

300 — Investment  and  Return. 

Meek  v.  Consumers  Electric  Light  and  Po"Wer  Company,  Alleging 
that  Defendant's  Rates  for  Electric  Light  and  Power  are  Unreasonable. 
Decision  of  the  Missouri  Public  Service  Commission,  Fixing  Rates, 
January  28,  1915. 

The  Commission  made  an  investigation  to  determine  the  value  of  the 
company's  property  for  rate  making  purposes  and  made  an  examina- 
tion of  the  company's  rates  then  in  effect. 

129.1— Discrimination. 

The  Commission  criticizes  the  rates  now  in  effect,  as  follows: 
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"The  rates  of  defendant,  as  filed  witlf  this  Commission,  come  near 
being  a  list  of  special  rates  for  individual  consumers,  rather  than  a 
non-discriminating  schedule  of  rates  uniformly  applicable  to  several 
proper  classes  of  consumers.     .     .     ." 

The  present  rates  are  listed  as  (1)  current  rate  schedules,  (2)  straight 
meter  rate,  (3)  special  large  lighting  rates,  (4)  quasi  fiat  rate,  (5)  flat 
rates,  and  (Q)  street  lighting  rates.  In  regard  to  the  "current  rate 
schedule"  based  on  the  maximum  franchise  rates,  the  Commission  says: 

"This  current  rate  schedule  is  a  step  plan  of  rates,  and  objectionable 
in  form  in  that  it  requires  adjustment.     .     .     ." 

The  Commission  also  says  that  the  special  large  lighting  rate  apparent- 
ly applies  to  only  one  consumer,  and  that  the  flat  rates  are  so  stated, 
that  the  Commission  is  unable  to  determine  whether  or  not  they  are 
uniform  and  nondiscriminatory. 

"Considering  the  rates  for  commercial  lighting  with  the  results  of 
their  application,  and  excepting  the  current  rate  schedule  and  the 
flat  rates,  the  general  underlying  idea  appears  to  have  been  to 
attempt  to  apply  the  scheme,  'what  the  traffic  will  bear,'  to  indi- 
vidual consumers;  at  least  to  a  part  of  them;  and  perhaps,  also,  to 
make  adjustment  from  time  to  time  to  carry  out  this  idea.  This 
kind  of  policy  has  been  discarded  by  companies  in  practically  every 
line  of  business,  even  where  there  is  free  competition  and  no  regula- 
tion, it  having  been  found  advisable  to  so  adjust  prices  that  they 
will  at  least  appear  fair,  just,  uniform  and  non-discriminatory. 
There  appears  little  doubt  that  the  policy  of  this  company,  together 
with  the  decrease  in  population  and  business  in  De  Soto,  as  is  in 
evidence  by  the  witnesses  presented  by  defendant,  has  retarded 
rather  than  developed  the  business  of  supplying  electricity  in  the 
City  of  De  Soto,  the  demand  for  electricity  there  being  remarkably 
low,  and  in  fact  remaining  practically  at  the  same  level  for  the  past 
five  years." 

314 — Overhead  Charges. 

In  estimating  the  reproduction  cost  of  the  property,  the  Commission's 
engineer  allowed  10%  contractor's  profit  and  8%  overhead  charges  on 
land  and  13%  on  all  items  other  than  land.  These  overhead  charges 
are  made  up  as  follows:  interest,  2|%;  taxes  and  insurance,  H%; 
contingencies,  2%;  legal  and  organization  expenses,  2%;  engineering 
and  supervision,  5%;  making  a  total  of  13%.  The  interest,  2J%,  was 
at  the  rate  of  6%  per  annum,  applied  for  one-half  of  the  ten  months' 
period,  which  was  estimated  as  time  necessary  for  reproduction  of  the 
plant  complete.     These  allowances  were  approved  by  the  Commission. 

315.1— Going  Value. 

In  regard  to  going  value  the  Commission  says: 

"Without  attempting  to  renew  the  decision  of  courts  and  commis- 
sions in  regard  to  'going  value,'  since  these  were  thoroughly  dis- 
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cussed  in  McGregor-Noe  Hardware  Co.  v.  Springfield  Gas  &  Electric 
Co.,  Case  No.  15  (5  Rate  Research  211),  before  this  Commission, 
the  Commission  will  not  attempt  to  fix  a  separate  and  distinct  item 
for  going  value  in  this  case,  but  will  take  'into  account  the  fact  that 
the  plant  was  in  successful  operation'  as  a  going  concern,  as  stated 
by  the  United  States  Supreme  Court  in  the  case  of  Cedar  Rapids 
Gas  Light  Co.  v.  Cedar  Rapids,  223_U.  S.,  655,  56  L.  Ed.,  594,  32 
Sup.  Ct.  Rep.,  389,  in  fixing  the  fair  present  value  of  defendant's 
property  for  rate  making  purposes  in  this  case." 

The  Commission's  engineer  estimated  that  the  cost  to  reproduce  new 
all  the  used  and  useful  property  of  defendant  was  $42,604,  and  that  the 
value  of  the  property  in  the  present  condition  was  $32,354.  The  Com- 
mission allowed  as  its  final  value  for  rate  making  purposes,  ''considering 
said  plant  as  a  going  concern  and  taking  into  account  the  fact  that  it 
is  in  successful  operation,  and  including  engineering,  supervision, 
interest  during  construction,  organization  and  general  expenses,  legal 
expenses,  contingencies,  insurance,  general  contractor's  profit,  promo- 
tion, and  other  development  expenses,  working  capital,  and  including 
all  other  elements  of  value  tangible  and  intangible,  as  used  in  the 
public  service  in  supplying  electricity  at  De  Soto  by  said  defendant. 
Consumers  Electric  Light  &  Power  Company,"  the  sum  of  $40,000. 

319— Land. 

The  company's  plant  is  located  so  that  switching  facilities  are  available, 
and  the  company  contended  for  an  additional  value  of  its  land,  to  l)e 
determined  by  the  capitalized  saving  due  to  delivering  coal  in  carloads 
over  the  cost  of  hauling  it  in  wagons,  estimated  at  30  cents  per  ton. 
This  saving,  applied  to  the  tons  of  coal  used,  and  capitalized  at  6%, 
would  add  to  the  value  of  the  land  $5,800,  on  account  of  the  switching 
facilities.  The  Commission  does  not  allow  the  company  to  capitalize 
the  saving,  and  states  that  "the  saving  means  lower  operating  expenses, 
not  increased  investment." 

340 — Rate  of  Return. 

"In  two  former  cases  we  have  decided  that  at  least  7  per  cent  of 
return  on  fair  present  value  is  sufficient  to  provide  a  'reasonable 
average  return,'  and  as  there  appears  considerable  risk  in  this  case 
and  little  chance  for  abnormal  profits,  and  as  there  have  been 
included  in  the  operating  expenses  such  items  as  'insurance,'  'taxes,' 
and  'license  fees,'  we  think  that  8  per  cent  is  a  sufficiently  li})eral 
allowance  in  this  case." 

360 — Dep  r  ec  iation . 

"Considering  'the  necessity  of  making  reservations  out  of  income 
for  surplus  and  contingencies,'  this  company  has  in  the  past  made 
no  reservations  from  income  for  either  surplus  or  contingencies,  but 
has  from  tim(»  to  time  paid  over  to  the  sole  owner  sums  of  money 
which  had  a(;crued,  with  the  exception  that  som(>  replacenu^nts  have 
been  made  directly  from  income.     There  appears  no  question  but 
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what  it  is  a  wise  business  policy  on  the  part  of  a  public  utility  cor- 
poration, as  well  as  to  the  benefit  of  the  pubhc,  to  make  reservations 
for  surplus  and  contingencies,  as  there  are  liable  to  be  fluctuations 
in  this,  as  in  other  businesses,  and  particularly  as  some  dei)reciation 
is  inevitable,  especially  as  parts  of  this  plant  have  been  in  operation 
for  nearly  twenty-four  years.  There  is  practically  no  evidence  in 
this  case  on  which  to  base  an  allowance  for  surplus  and  contingen- 
cies, including  depreciation,  and  probably  we  will  not  be  able  to 
secure  satisfactory  evidence  as  to  this  allowance,  except  on  data 
which  can  be  collected  in  the  future  showing  the  necessary  amount 
to  set  aside  for  these  items,  based  on  experience  and  uniform  account- 
ing records.  Consequently,  we  believe  that  5  per  cent  on  the  fair 
present  value  is  certainly  a  liberal  allowance  in  this  case.  Taking 
these  two  together,  it  is  really  an  allowance  of  13  per  cent  for  return, 
surplus,  contingencies  and  depreciation." 

540 — Minimum  Charge. 

The  Commission  finds  that  the  minimum  charges  which  the  company 
has  assessed  in  the  past  is  unreasonable  and  unjustly  discriminatory. 

It  appears  that  this  minimum  charge  has  been  assessed  in  different 
amounts  with  different  consumers,  under  the  same  or  substantially 
similar  circumstances. 

"It,  however,  appears  to  the  Commission  as  reasonable  to  allow 
defendant  to  charge  a  reasonable  minimum  monthly  bill  to  consumers 
who  use  little  or  no  electricity  in  any  one  month ;  otherwise  the  other 
consumers  would  have  to  pay  the  cost  of  serving  the  minimum  con- 
sumers. Such  a  minimum  monthly  bill  should  be  reasonable  and 
uniformly  applied  to  the  consumers  of  the  several  classes,  and 
should  be  based  on  the  average  cost  of  serving  consumers  ppying 
the  minumum  bill.  The  average  cost  of  serving  the  minimum  con- 
sumers, as  determined  from  the  evidence  in  this  case,  is  as  follows: 

Meter  maintenance -. $0 .  50  per  year. 

Commercial   expense,    reading   meters,    bookkeping, 

collecting  accounts 2.00  per  year. 

Taxes  on  the  cost  of  meter  and  service 19  per  year. 

Interest  on  cost  of  meter  and  service 1.11  per  year. 

Depreciation  on  cost  of  meter  and  service 93  per  year. 

Total,  $4.73  per  year,  or  39  cents  per  month  each. 

"To  this  should  be  added  the  average  kilowatt  hour  consumption 
per  month  of  minimum  consumers,  which  we  find  to  be  approxi- 
mately two  and  one-half  kilowatt  hours,  at  the  price,  say,  of  15  cents 
per  kilowatt  hour,  making  37  cents,  which,  added  to  39  cents, 
already  determined,  gives  a  total  of  76  cents  as  the  average  cost  of 
service  for  minimum  consumers. 

"As  defendant  has  no  power  consumers,  it  appears  reasonable  to 
classify  all  the   consumers  under  two   classes,  namely;    'residence- 
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lighting  consumers'  and  'business-lighting  consumers.'  With  this 
classification,  and  on  the  basis  of  the  above  calculation  of  the  average 
cost  of  service,  we  think  the  reasonable  minimum  bill  is  75  cents  per 
month  for  residence-lighting  consumers  and  SI. 00  per  month  for 
business-lighting  consumers,  the  latter  amount  being  larger  on 
account  of  the  larger  average  size  of  installation  and  meters  and  the 
somewhat  larger  average  consumption  of  business-lighting  con- 
sumers. 

"We  find  it  unjust,  unreasonable  and  unlawful  for  defendant  to 
make  any  charge  for  meter  rent  over  and  above  the  minimum 
charges  and  the  reasonable  rates  to  be  hereinafter  prescribed  as 
maximum  rates." 

580 — Terms  and  Conditions. 

The  company,  heretofore,  has  had  practically  no  rules  and  regulations 
definitely  stated  in  connection  with  its  schedule  of  rates.  The 
Commission  orders  the  company  to  submit  rules  in  regard  to  prompt 
payment  discounts,  security  deposits  and  discontinuance  of  service. 

"The  accountant's  report  shows  that  defendant  had  a  number  of 
bills  unpaid  and  probably  not  collectable;  so  a  reasonable  rule  for 
discontinuing  service  and  a  reasonable  rule  for  personal  security 
or  guaranty  deposit  is  evidently  advisable  not  only  to  defendant 
company,  but  also  to  the  public  generally,  as  each  consumer  should 
pay  the  amounts  he  owes  the  company  under  reasonable  rates." 

720— Rate  Schedules. 

The  Commission  found  that  defendant's  rates  are  unjust  and  unreason- 
able. The  income  of  the  company  during  the  year  1913,  however, 
appeared  to  justify  only  a  small  reduction,  possibly  9  per  cent  in 
the  total  income  and  the  rates.  The  Commission  ordered  the  com- 
pany to  put  into  effect  the  following  schedule  of  rates,  which  shall  be 
the  maximum  prices  to  be  charged  by  the  defendant  for  a  period  of 
three  years  from  February  1,  1915,  and  thereafter  until  changed  by  the 
Commission. 

METER  RATES. 

General  lighting  and  power  available  for  all  consmiicrs: 

Rate. 

15  cents  per  kilowatt  hour  for  the  first  20  kilowatt  hours  used  per  mouth. 
12  cents  per  kilowatt  hour  for  the  next  20  kilowatt  hours  used  per  month. 
8  cents  per  kilowatt  hour  foi-  all  in  excess  of  40  kilowatt  hours  used  per  month. 

Prompt  Payment  Discount. 

10  per  cent  for  payment  within  10  days  of  date  of  bill. 

Minimum  Charge. 

75  cents  pei'  month  for  residence  lighting  consumers  and  $1.00  ])er  inonth  for 
business  lighting  consumers;  that  is,  all  consumers  other  than  residence  con- 
sumers. 
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FLAT  RATES. 

Flat  rates  are  to  remain  in  effect,  but  the  company  is  ordered  to  submit  a  restate- 
ment of  them,  making  them  uniformly  applicable  to  all  fiat  rate  consumers. 


REFERENCES 
RATES 

620 — Factors  Affecting  Rates. 

Factors  in  Rate  Making,  by  Arthur  S.  Ives,  Electrical  World,  April 
7,  1915,  p.  987. 

A  series  of  three  articles  by  Mr.  Ives  on  the  subject  of  rate  making  is  concluded 
in  this  issue.  (Part  I  in  the  series  was  published  in  the  issue  of  March  1.3,  1915, 
p.  655  and  Part  II  in  the  issue  of  March  27,  1915,  p.  783.)  The  writer  approves  of 
a  "load  factor  rate"  which  takes  account  of  connected  load  as  well  as  energy  con- 
sumed. Classification  of  consumers  is  suggested,  according  to  geographical  districts 
and  depending  on  the  character  of  the  service,  time  of  the  peak  and  size  of  the  load. 
Rates  must  be  based  on  a  practical  comparison  between  the  cost  for  each  indi- 
vidual and  the  general  average  cost. 

The  conclusions  on  rate  making  for  electric  and  gas  utilities  may  be  summarized 
as  follows:  While  the  "three-rate"  system  approaches  nearest  to  actual  cost 
conditions,  it  is  the  most  complicated  to  present  to  consumers.  It  may  be  sim- 
plified bj^  substituting  for  "consumer  charge"  a  properly  graduated  wholesale 
discount  in  connection  with  a  minimum  monthly  guarantee  in  a  "two-rate"  sys- 
tem without  losing  any  of  its  advantages.  Determination  of  certain  "rate  fac- 
tors" from  data  on  investment  and  operating  cost  should  be  the  first  step  in  rate 
analysis;  these  can  be  used  in  devising  any  form  of  load-factor  rates.  Rates 
based  on  increment  costs  should  be  substituted  for  standard  rates  whenever  by 
so  doing  new  and  desirable  classes  of  business  can  be  developed.  Street-lighting 
service  should  be  based  preferably  on  municipal  ownership  of  posts,  lamps,  ap- 
purtenances and  station  or  other  equipment  specially  required  by  such  service, 
and  only  the  sale  of  energ}^  by  the  company. 

Gas  rates  shouldbe  the  load-factor  ty\)e  and  may  be  justified  by  the  high  ratio 
of  investment  to'income.  Fractional  gas  rates  will  help  to  solve  the  very-small 
consumer  problem. 

INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Appraisal  of  Public  Utility  Properties,  by  Wm.  G.  Woolfolk. 
Read  Before  the  Seventh  Annual  Convention  of  the  Indiana  Gas  Asso- 
ciation, Indianapolis,  March  10-11,  1915. 

The  paper  takes  up  the  two  fundamental  questions  of  pulilic  utility  regulation; 
what  is  a  reasonable  return  and  what  is  a  fair  value  of  the  property  dedicated  to 
the  public  use.  After  a  general  discussion  of  rate  of  return  and  fair  value,  the 
paper  outlines  the  method  of  taking,  compiling  and  checking  an  inventory  of  prop- 
erty. The  methods  of  valuation,  the  weight  to  be  given  original  cost,  repro- 
duction cost,  combined  market  value  of  all  outstanding  securities,  and  capitalized 
earning  capacity,  the  elements  of  reproduction  cost,  and  depreciation  and  methods 
of  estimating  depreciation  are  considered  at  length. 
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PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

Second  Annual  Report  of  the  California  Railroad  Commission  For 
the  Year  July  1,  1913,  to  June  30,  1914.     1365  pages. 

The  report  includes  a  review  of  the  work  of  the  different  departments  of  the  Com- 
mission's force;  brief  .accounts  of  the  formal  and  informal  cases  decided,  and  cases 
taken  before  the  courts;  and  statistics  for  all  companies  under  its  jurisdiction. 

268 — Public  Service  Laws. 

Law  Creating  the  Wyoming  Public  Service  Commission,  Approved, 

March  4,  1915. 

A  new  Public  Utilities  Act  has  been  passed  establishing  a  Public  Service  Commis- 
sion in  the  State  of  Wyoming.  The  law  takes  effect  from  and  after  its  passage. 
The  Commission  is  composed  of  the  Governor,  the  Treasurer  and  the  Auditor  of 
the  State.  The  Governor  is  chairman  and  the  State  Auditor  is  vice-chairman  of 
the  Commission.  The  members  upon  organization  are  Jolm  B.  Kendrick,  Chair- 
man, Robert  B.  Forsyth,  Vice-chairman,  and  Herman  B.  Gates.  H.  A.  Floyd  has 
been  appointed  by  the  Governor  as  secretary. 

The  Commission  has  jurisdiction  over  rates  and  service  of  electric  utilities.  Mu- 
nicipal utilities  are  under  the  same  regulation  as  private  companies  and  there  is 
provision  requiring  a  certificate  of  convenience  and  necessity  before  beginning 
operation. 

MUNICIPALITIES 

840 — Public  Operation. 

Shall  the  Government  Own  and  Operate  the  Railroads,  the  Tele- 
graph AND  Telephone  Systems?  Shall  the  Municipalities  Own 
Their  Utilities?  The  Negative  Side.  Addresses  DeUvered  at  the 
Fifteenth  Annual  Meeting  of  The  National  Civic  Federation,  New 
York  City,  December  4,  1914.     Pamphlet,  119  pages. 

One  session  of  the  amiual  meeting  of  the  National  Civic  Federation  was  devoted 
to  the  question  of  "How  Far  Shall  the  Government  Enter  into  Private  Industry?" 
The  program  at  this  session  consisted  of  addresses  dealing  with  the  question  as 
it  relates  to  government  ownership  of  railroads,  government  ownership  of  tele- 
phone and  telegraph  systems,  and  municipal  ownership  of  public  utilities.  Upon 
the  affirmative  side  the  papers  presented  were  by  former  Governor  Walter  R. 
Stubbs,  of  Kansas;  Congressman  David  J.  Lewis,  of  Maryland,  and  Dr.  Frederic 
C.  Howe,  Commissioner  of  Immigration;  and  upon  the  negative  side  b}'  former 
Senator  .lonathan  Boiu-ne,  Jr.,  of  Oregon;  F.  G.  R.  Gordon  and  J.  W.  Sullivan. 
The  session,  which  was  presided  over  by  Samuel  Gompers,  President  of  the  Amer- 
ican PVderation  of  Labor,  was  opened  by  Professor  J.  W.  Jenks,  who  analyzed  ttie 
alleged  general  trend  toward  government  management  of  business. 

A  pamphlet  containing  the  affirmative  side  will  be  published  shortly.  The 
remarks  of  Professor  Jenks  are  to  appear  in  each. 

840 — Public  Operation. 

Municipal  Electric  Light  Plant  of  (^leveland,  Ohio.  Progress 
Report,  April,  1915,  by  F.  W.  Ballard.     Pamphlet,  26  pages. 

This  bulletin  is  the  first  of  a  series  of  publications  which  will  be  issued  frcmi  time 
to  time  presenting  information  as  to  operation,  costs,  and  revenues,  in  connection 
with  the  nninicipal  electric  lighting  department.  'I'h(>  bulletin  gives  a  description 
of  the  i)lant,  a  statement  of  costs,  and  an  answer  to  misleading  reports  circulated 
against  the  municipal  undertaking. 
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COMMISSION  DECISIONS 

WISCONSIN 

300 — Investment  and  Return. 

Application  of  the  Burlington  Electric  Light  and  Power  Company 
for  Authority  to  Increase  Rates.  Decision  of  the  Wisconsin  Rail- 
road Commission,  Fixing  Rates.     March  12,  1915. 

An  investigation  was  made  for  the  purpose  of  adjusting  the  company's 
rates.  The  Commission  came  to  the  conclusion  that  the  commercial 
lighting  rates  and  street  lighting  rates  should  be  slightly  reduced,  and 
that  power  consumers  should  have  their  rates  increased  somewhat,  due 
to  the  fact  that  they  were  not  paying  their  proper  proportion  of  the 
cost  of  service;  that  a  minimum  bill  should  be  established  applicable 
to  both  power  and  lighting  customers;  and  that  meter  rentals  should 
be  discontinued,  and,  where  customers  own  their  own  meters,  the 
company  should  either  purchase  the  instruments  or  pay  a  satisfactory 
rental  thereon. 

Subsequent  to  the  investigation  the  ownership  of  the  property  passed 
to  the  North  American  Company.  The  recommendations  as  to  street 
lighting  rates  and  meter  rentals  have  been  satisfactorily  taken  care  of 
by  the  company  and  in  regard  to  the  lighting  and  power  rates,  the 
North  American  Company  asked  for  authority  to  put  in  effect  a  schedule 
which  was  submitted  to  the  Commission. 

510 — Forms  of  Rates. 

"The  schedule  submitted  by  the  petitioner  is  of  the  same  nature  as 
that  which  has  been  adopted  for  practically  all  of  the  North  American 
Company  holdings  in  this  state.  It  pro^■ides,  in  its  essentials,  for  a 
Hopkinson  demand  rate  for  both  light  and  power  service  and  a 
limiting  increment  rate  for  lighting  service.  It  includes,  also,  a 
residence  rate  which  bases  the  increment  scale  of  charges  upon  the 
number  of  so-called  active  rooms,  an  off-peak  rate,  an  optional 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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power  rate  and  a  short  time  rate  for  both  Ught  and. power  con- 
sumers." 

The  Commission  finds  that  this  schedule  will  approximate  the  changes 
which  it  desired  to  make  and  the  schedule  is  approved  and  ordered 
put  in  effect. 

540 — Minimum  Charge. 

"The  minimum  charges  as  provided  for  in  the  schedule  are  50  cents 
per  month  for  residence  service,  $1.00  per  month  for  commercial 
service  and  75  cents  per  connected  horse  power  per  month  for 
power  service." 

450 — Value  of  the  Service  Theory. 

After  making  its  investigation  upon  the  original  application,  the  Com- 
mission also  concluded  that  a  special  contract  rate  with  the  Burlington 
Brass  Works  should  he  abrogated  and  the  regular  power  rates  applied. 
In  its  final  decision,  however,  the  Commission  says: 

"We  do  not  now  feel  that  we  can  abrogate  the  contract  under  con- 
sideration, due  to  the  almost  certain  loss  of  the  business  which 
would  follow  the  increasing  of  rates.  Inasmuch  as  this  particular 
company  at  times  has  consumed  more  than  one-third  of  the  entire 
sales  of  the  utility,  such  a  loss  would  materially  affect  the  operating 
expenses  so  as  to  result  in  necessary  increases  in  rates  to  the  remain- 
ing consumers.  Where  such  a  condition  is  the  result  of  los<  of 
business,  the  allowance  of  a  rate  differential  in  order  to  retain  the 
same  may  be  justified." 


WISCONSIN 

300 — Investment  and  Return. 

Investigation  on  Motion  of  the  Conunission  of  the  Rates  and  Service 
of  the  Ladysmith  Lighting  Company.  Decision  of  the  Wisconsin 
Railroad  Commission,  Fixing  Rates.     March  4,  1915. 

513.1 — Straight  Line  Meter  Rate. 

"The  meter  rate  for  conunercial  lighting  in  fori-e  at  the  present  time 
is  what  is  known  as  a  straight  meter  rate.  That  is,  the  exact  rate 
is  10  cents,  per  kw.  hr.  for  all  current  consumed  during  the  month. 
No  other  factor  than  the  (quantity  of  current  consunuMl  is  taken  into 
consideration  in  such  a  rate  schedule.  In  previous  opinions  this 
Commission  has  pointed  out  that  an  electric  plant  miist  always  have 
a  certain  amount  of  e(|uipment  ready  to  serve  a  consumer,  and  the 
larger  the  consumer  the  more  equii)ment  is  necessary.  Consider- 
ation should  1)(^  given  to  this  fact  in  determining  the  proper  rate 
schedule.  The  rates  should  be  so  designed  that  the  number  of 
hours  a  dav  that   a  customer  uses    his    installation,  whether  for  a 
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Ions  or  a  short  period,  will  detorniine  whether  he  shall  receive  a 
relatively  low  rate  or  not.  In  working  out  the  rates  in  the  instant 
case,  these  principles  have  been  considered,  and  a  schedule  devised 
similar  to  the  schedules  prescribed  for  other  utilities  for  which  the 
Commission  has  had  occasion  to  adjust  rates.  This  schedule  reads 
as  follows: 

10  cents  net  per  kilowatt  hour  for  the  first  40  hours'  use  per  month 

per  kilowatt  of  active  load. 

8|  cents  net  per  kilowatt  hour  for  the  next  60  hours'  use  per  month 

per  kilowatt  of  active  load. 

6  cents  per  kilowatt  hour  for  all   current  used  in  excess  of  100 

hours'  use  per  month  per  kilowatt  of  active  load. 

"It  is  seen  that  the  steps  in  the  schedule  depend  upon  the  size  of  the 
installation  and  that  the  small  consumer  reaches  the  low  rates  as 
soon  as  does  the  larger  consumer.  It  is  this  feature  of  the  rate  that 
we  deem  commendable,  in  that  it  seems  to  us,  at  least,  that  it  main- 
tains a  more  just  relation  l)etween  the  different  sizes  of  consumers. 
A  straight  kilowatt  hour  rate  provides  an  equitable  return  only  in 
the  case  of  one  specific  rate  of  consumption.  If  the  consumption  is 
greater,  the  charge  is  too  high;  if  less,  the  charge  is  too  low." 

612 — Power  Rates. 

"There  is  at  present  no  rate  for  power  service  distinct  from  the  light- 
ing rate  of  10  cents  per  kw.  hr.  Such  a  rate  is  prohibitive  to  any 
one  desiring  to  use  a  considerable  amount  of  current  for  power  pur- 
poses, and  for  this  and  other  reasons  the  following  tentative  power 
rate  is  suggested:  50c  per  month  per  horse  power  of  nominal  rated 
capacity  plus  4c  per  kw.  hr.  of  energy  consumed.  It  is  the  aim 
and  duty  of  the  utility  to  extend  its  service  to  reach  as  many  con- 
sumers as  possible,  hence  it  is  thought  advisable  to  establish  as 
low  a  power  rate  as  is  consistent  with  the  operating  conditions  of 
Ladysmith.  The  suggested  lighting  rate  may  be  successfully  applied 
to  those  consumers  who  have  small  motors  connected  to  their  light- 
ing circuits." 

612.2— Large  Power. 

"In  order  to  increase  its  off  peak  load  the  company  has  arranged 
with  the  city  of  Ladysmith  to  operate  the  latter's  pumping  station. 

"The  fact  that  this  pumping  can  be  done  almost  entirely  off-peak 
should  entitle  it  to  as  low  a  rate  as  is  consistent  with  operating  con- 
ditions. Taking  into  consideration  the  hours  of  operation  and 
other  factors  our  computations  indicate  that  a  tentative  rate  of 
2|c  per  kw.  hr.  will  be  equitable  to  both  the  water  works  and  the 
electric  utility.  This  rate  does  not,  however,  take  into  consider- 
ation the  purchase  of  any  additional  equipment  by  the  lighting  com- 
pany. The  location  and  facilities  of  the  latter  with  respect  to  break- 
down service,  are,  it  is  believed,  nearly  ample  to  provide  for  all 
emergencies  which  may  arise  in  connection  with  the  operation  of 
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the  pumps.  If  the  present  portable  steam  equipment  owned  and 
in  use  by  the  water  works  can  be  kept  available,  no  auxiliary  oil 
engine  will,  it  is  believed  be  necessary. 

"The  ownership  of  such  additional  equipment,  required  to  facilitate 
the  electric  pumping,  by  the  electric  utility  would  necessitate  both 
a  long  term  contract  during  which  time  it  would  be  considered  good 
business  for  the  utility  to  amortize  the  value  of  its  investment,  and 
on  agreement  with  the  electric  company  at  any  time  the  city  wished 
to  change  or  increase  existing  equipment,  it  would  appear  to  the 
best  advantage  of  the  city  to  purchase  the  necessary  additional 
equipment.  This  matter,  it  appears,  should  be  left  to  the  interested 
parties  to  decide. 

"If  the  lighting  company  installed  additional  equipment  it  should 
be  entitled  to  at  least  12|%  on  its  investment  to  cover  the  necessary 
interest,  depreciation  and  tax  charges.  In  case  the  parties  cannot 
agree  as  to  who  shall  assume  the  amount  of  additional  investment 
this  point  will  be  gone  into  later  by  the  Commission.     .     .     . 

"Pumping  is  a  steady  load  and  can  generally  be  so  regulated  as  to 
give  the  electric  utility  a  heavy  demand  at  period  when  the  load 
would  otherwise  be  light.  A  hydroelectric  system  depends  so  much 
on  the  full  utilization  of  the  water  in  order  to  secure  economical 
operation,  that  a  pumping  load  may  be  desirable  and  worth  taking 
on  even  at  a  moderate  rate.  With  electric  pumping  the  cost  of 
operation  becomes  directly  proportional  to  the  amount  of  work 
performed  and  practically  ceases  the  moment  the  motor  is  stopped. 

"After  giving  due  weight  to  all  the  facts  in  the  case  it  is  believed 
that  a  minimum  monthly  charge  for  pumping  of  $100  is  equitable 
for  the  first  year  of  operation  under  the  tentative  rate  suggested." 

540 — Minimum  Charge. 

"The  minimum  charge  covers  certain  items  in  the  operating  expense 
of  the  plants,  which  bear  little  or  no  relation  to  the  current  sold. 
Such  expenses  vary  with  the  number  of  consumers,  since  they  are 
incurred  through  the  customer  being  connected  with  the  plant,  and 
specific  expenses  being  incurred  on  his  account.  The  expense  of 
reading  meters,  maintaining  meters,  delivering  bills,  and  carrying 
the  customers'  accounts  are  expenses  which  fall  in  this  category. 
When  no  mininunn  charge  is  made  the  company  incurs  expenses  for 
these  consumers  who  pay  little  or  nothing  to  the  company  and  when 
such  costs  are  not  borne  by  the  consumers  for  whom  they  are  incurred, 
they  invariably  are  saddled  upon  other  consumers  and  are,  therefore, 
in  a  sense  discriminatory." 

A  meter  rental  of  25  cents  is  abolished  and  a  minimum  bill  of  $1.00  per 
customer  per  month  is  to  remain  in  effect. 
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900— General. 

The  Commission  points  out  that  in  this  case  it  is  handicapped  in  making 
the  adjustment  in  rates  by  a  lack  of  records  of  consumer  statistics  and 
other  operating  data,  and  the  decision  says : 

"If  utilities  persist  in  operating  bUndly  with  only  a  superficial  knowl- 
edge of  such  facts  as  accurate  cost  data,  the  amount  of  service  pro- 
duced, proper  consumer  statistics,  etc.,  when  at  practically  no 
expense  the  proper  data  may  be  secured  which  will  place  them  upon 
a  sound  basis,  they  have  only  themselves  to  blame  for  their  inefh- 


ciencv." 


WISCONSIN 

300 — Investment  and  Return. 

Charlesworth  et  al  v.  Omro  Electric  Light  Company,  Relative 
to  Rates  and  Service.  Decision  of  the  Wisconsin  Railroad  Com- 
mission, Fixing  Rates.     March  2,  1915. 

The  adjustment  in  rates  was  considered  in  connection  with  the  desir- 
ability of  extending  the  period  of  operation,  and  the  consumers  were 
given  the  choice  of  a  reduction  in  rates  for  the  present  dusk  to  midnight 
period  of  operation,  a  material  increase  in  rates  for  continuous  service, 
and  dusk  to  dawn  service  at  rates  practically  the  same  as  those  in 
effect.  It  appeared  that  the  dusk  to  dawn  service  is  best  suited  to 
the  conditions  at  Omro  and  a  schedule  of  rates  was  ordered  on  that  basis. 

310 — Valuation. 

In  making  the  valuation  it  was  found  that  the  book  value  does  not 
fully  represent  the  cost  of  the  plant,  becau.se  considerable  construction 
was  paid  for  out  of  earnings  and  was  not  charged  to  plant  account. 
The  decision  says: 

"It  is  quite  clear  that  property  paid  for  out  of  earnings  is  as  much 
the  property  of  the  respondent  as  though  paid  for  by  new  capital. 
Such  earnings  might  have  been  first  distributed  among  the  stock- 
holders as  dividends  and  later  returned  for  investment." 

352 — Expense. 

"The  petitioners  took  up  at  the  hearing,  the  subject  of  wages  and 
salaries  and  endeavored  to  establish  that  the  amount  paid  by  the 
respondent  is  more  than  the  business  requires.  Concerning  this 
contention,  it  may  be  said  that  the  manner  in  which  the  expenses 
are  divided  between  management  and  other  accounts  is  not  so  very 
material  to  the  public,  but  that  the  total  cost  of  service  must  be 
maintained  within  reasonable  limits.  A  rule  that  the  actual  expend- 
itures should  be  controlling,  in  fixing  rates,  regardless  of  what  they 
may  be,  would  not  be  made  to  stand  for  reasons  too  obvious  to  re- 
quire mention.     Costs,  therefore,  must  be  examined  and  tested. 
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If  wages  and  salaries  are  unusually  high,  it  is  not  unreasonble  to 
expect  that  a  consequent  greater  efficiency  will  reduce  the  expenses 
in  other  directions.  But,  if  unusually  high  wages  and  salaries  are 
not  exceptionally  productive,  they  must  he  considered  partially  as 
a  disposition  of  the  net  income." 

511— Flat  Rates. 

The  company  asked  to  l;)e  allowed  to  set  aside  its  flat  rates  and  place  all 
customers  on  the  authorized  meter  rates. 

"The  Commission  has  found  repeatedly  that  flat  rates  lead  to  waste 
of  service  and  inequality  of  charges  and  has  been  inclined  to  author- 
ize the  continuation  of  such  charges  only  when  unusual  conditions 
require  it." 

129.4r— Refunds. 

The  petitioners  requested  that  if  the  rates  were  found  to  be  excessive  for 
service  rendered,  the  company  be  required  to  refund  to  consumers  any 
and  all  monies  collected  from  them  in  excess  of  a  reasonable  charge  for 
service,  theretofore  furnished.     The  Commission  says: 

"It  has  not  been  shown  nor  do  we  find  that  the  rates  on  file  with  the 
Commission  are  not  the  respondent's  lawful  rates.  The  petitioners 
make  no  claim  that  the  respondent's  charges  are  not  in  accord  with 
the  schedules  on  file  but  appear  to  rest  their  claim  for  refund  upon 
a  difference  between  actual  and  reasonable  charges.  Even  if  the 
Commission  should  now  find  the  respondent's  rates  are  excessive 
for  the  service  which  it  renders,  the  Connnission's  order  would  be 
incompetent  to  grant  to  the  petitioners  any  refund  on  account  of 
past  services.  Since  the  Commission's  order  as  to  rates  can  deal 
only  Avith  future  charges  that  portion  of  the  petition  which  relates 
to  refunds  must  be  dismissed." 


MASSACHUSETTS 

300 — Investment  and  Return. 

Lawrence  Petition,  Alleging  That  the  Rates  of  the  Lawrence  Gas 
Company  Are  Unreasonable.  Decision  of  the  Massachusetts  Board 
OF  Gas  and  Electric  Light  Commissioners,  Fixing  Rates.  February 
18,  1915. 

The  company  charged  a  gross  price  of  $1.00  per  1,000  cubic  feet  with  a 
discount  of  10  cfnits  for  prompt  payment.  To  mills  using  6, 000, 000 
cubic  feet  of  gas  a  year,  and  to  the  city  of  Lawrence,  the  price  was  80 
cents  net  and  to  the  company's  office  employees,  50  cents  net. 

129.1 — Discrimination. 

"Some   criticism   was   directed   at   the   hearing   to   the   differential 

prices  offered  the  city,  large  mills  and  office  employees. 

The  price  to  office  employees  is  of  doubtful  legality;  and,  if  justified 
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on  any  ground,  and  particularly  as  a  feature  of  tlicnr  agreed  compen- 
sation, there  seems  to  be  no  good  reason  why  all  of  the  company's 
employees  should  not  enjoy  the  benefit  of  a  similar  arrangement. 
This  practice,  however,  is  so  obviously  susceptible  to  abuse  that,  as 
a  rule,  it  is  expedient  that  the  employees  of  public-service  corpora-  • 
tions  should  be  on  the  same  footing  as  the  pubUc  as  to  prices  for  gas 
or  electricity  purchased." 

342— Dividends. 

"When  the  company  began  making  returns  to  the  Board  in  1885, 
it  was  paying  an  8  per  cent,  dividend.  This  was  continued  until 
1892,  when  for  two  years  7  per  cent,  was  paid,  the  next  year  6|  per 
cent.,  and  thereafter  6  per  cent,  until  1907.  In  that  year  7  per  cent, 
was  paid,  and  since  that  year  8  per  cent,  has  been  paid.      .  '    . 

"It  was  urged  in  behalf  of  the  company  that  a  reduction  in  price  will 
result  in  a  cut  in  the  dividend  rate  and  a  consequent  inability  to 
command  readily  new  capital  to  meet  requirements  for  plant  exten- 
sions and  a  decrease  in  efficiency.  While  the  Board  is  not  convinced 
that  a  reduction  in  dividends  will  necessarily  follow  a  reduction  in 
price,  yet  even  if  such  result  might  confidently  be  expected,  this  is 
by  no  means  a  conclusive  argument  against  a  reduction  in  price. 
Experience  has  shown  that  a  well  managed  and  favorably  located  gas 
company  such  as  this,  which  follows  a  conservative  policy  in  the  issue 
of  securities,  can  command  readily  and  promptly  all  of  the  capital 
reasonably  necessary  for  expanding  its  business.  W^hile  the  Board 
has  not  been  disposed  to  criticize  or  interfere  with  liberal  dividends 
properly  and  fairly  earned  by  progressive  and  efficient  management, 
it  has  regarded  such  dividends  as  a  reward  rather  than  as  a  right,  and 
certainly  not  as  creating  of  itself  the  excuse  for  the  maintenance  of 
a  price." 

411 — Apportionment  of  Expense. 

"In  a  combined  gas  and  electric  business  it  is  not  easy  to  keep  the 
respective  plants  and  operations  accurately  separated.  The  invest- 
ment to  some  extent,  at  least,  represents  joint  needs,  and  many  of 
the  general  expenses  are  common  to  both  departments,  and  must  be 
arbitrarily  apportioned,  if  at  all.  It  is  important  that  the  consumers 
of  gas  shall  not  be  required  to  assume  in  the  price  charged  any  of  the 
cost  properly  belonging  to  consumers  of  electricity.  The  latter  have 
an  equal  and  opposing  right.  There  is  evidence  in  the  company's 
accounts  that  the  electric  business  has  been  relatively  more  profitable 
than  its  gas  business,  and  the  Board  has  been  influenced  in  the  con- 
clusion which  it  has  reached  by  a  purpose  to  give  due  weight  to  this 
consideration." 

729 — Maximum  Rate. 

The  Board  finds  that  a  maximum  rate  of  85  cents  per  1000  cubic  feet 
will  be  sufficient  to  cover  all  reasonable  operating  expenses  incurred  in 
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the  gas  business,  including  a  proper  allowance  for  depreciation  and  a 
fair  return  upon  the  property  which  it  is  actively  ancl  necessarily  em- 
ploying for  the  public  convenience. 


WISCONSIN 

129.3— Refusal  of  Service. 

Henton,  et  al,  v.  Leeds  Farmers  Telephone  Company,  Alleging 
That  Ser\ace  is  Inadequate  and  Asking  That  Defendant  Be  Ordered 
to  Restore  Service  to  Certain  Customers.  Decision  of  the  Wisconsin 
Eailroad  Commission,  Ordering  the  Service  Improved.  March  17, 
1915. 

The  Commission  finds  that  the  service  is  inadequate  and  the  company 
is  ordered  to  make  certain  improvements  necessary  to  good  service. 

"With  reference  to  the  refusal  of  service  to  John  P.  Roche,  the  testi- 
mony shows  that  Mr.  Roche  and  some  other  subscribers  have  refused 
to  pay  their  telephone  rent  until  the  service  is  improved,  and  that 
service  to  Mr.  Roche  and  at  least  one  other  subscriber  has  been  cut 
off  because  of  such  refusal  to  pay.  It  is  probable  that  when  the  im- 
provements ordered  herein  are  completed,  this  matter  will  be  amic- 
ably settled.  However,  if  a  person  demands  service  from  a  utility 
and  offers  to  comply  with  such  reasonable  rules  and  regulations  as 
are  in  force,  he  can  not  be  denied  service  because  of  any  past  delin- 
quency in  the  payment  of  rentals.  If  a  utility  has  a  just  claim 
against  a  subscriber  for  unpaid  bills  it  has  its  remedy  in  a  civil  suit. 
This  question  was  fully  discussed  in  a  recent  case — In  re  Refusal  of 
Farmers  Union  Tel.  Co.  to  Furnish  Service  to  William  Lemke,  13 
W.  R.  C.  R.  399  (4  Rate  Research  260).  Service  should  be  restored 
to  Mr.  Roche  immediately." 


CALIFORNIA 

129.3^ — Refusal  of  Service. 

Speciale  v.  Pacific  Gas  and  Electric  Company,  Asking  that  De- 
fendant be  Ordered  to  Restore  Service  Which  Had  Been  Discontinued 
after  Alleged  Violation  of  Contract  by  Petitioner.  Decision  of  the 
California  Railroad  Commission,  Ordering  Provisional  Restoration 
of  the  Service.     March  18,  1915. 

The  complainant,  G.  Speciale,  had  a  three-year  contract  with  the 
Pacific  Gas  and  Electric  Company  for  the  furnishing  of  electric  energy 
for  pumping  purposes.  The  power  was  to  be  furnished  for  a  twenty 
horse  power  motor,  for  which  s(Tvice  the  complainant  was  to  pay  an 
annual  minimum  of  $120.00.     During  the  second  year  of  the  contract 
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the  pumping  plant  failed,  due  to  drought,  and  the  bill  for  energy  con- 
sumed was  only  $25.90.  The  complainant  refused  to  pay  the  minimum 
bill,  alleging  that  "the  failure  of  the  water  supply  was  an  act  of  God." 
The  following  year  there  was  sufficient  water  supply  and  the  consumer 
desired  the  service,  but  the  service  was  discontinued  and  the  company 
refused  to  restore  the  service  unless  the  balance  due  under  the  contract 
for  the  past  year  was  paid. 

The  decision  says : 

''The  complainant  did  not  recjuest  the  defendant  to  discontinue  his 
service  when  he  was  able  to  obtain  water,  and  defendant  therefore 
continued  in  readiness  to  serve  complainant  and  to  meter  and  bill 
him  for  such  energy  as  was  consumed.     .     .     . 

''I  think  that  the  question  whether  or  not  the  failure  on  the  part  of 
the  complainant  to  fulfill  his  part  of  the  contract  was  due  to  an  act 
of  God  is  one  not  necessary  to  be  considered  by  this  Commission  in 
this  proceeding,  but  should  be  decided  by  the  courts. 

"Pending  such  determination  by  the  courts,  or,  if  defendant  waives 
its  right  to  sue  for  the  amount  it  claims  to  be  due,  it  appears  to  be 
but  fair  that  complainant  should  be  required  to  guarantee  defendant 
any  future  bills,  and  in  order  to  do  so,  should  pay  in  semi-annual 
payments,  in  advance,  his  minimum  bill,  and  I  recommend  that  such 
be  the  order  of  this  Commission." 


CALIFORNIA 

144 — Merger. 

Application  of  the  Pacific  Telephone  and  Telegraph  Company  For 
Authority  to  Purchase  Telephone  Property  of  C.  M.  Kirby,  Located  at 
Dixon,  California.  Decision  of  the  California  Railroad  Commis- 
sion, Approving  the  Transfer.     March  19,  1915. 

The  Pacific  Telephone  and  Telegraph  Company  was  operating  in  the 
same  territory  served  by  the  local  telephone  company.  The  competing 
companies  came  to  an  agreement  to  consolidate  and  the  patrons  of  the 
local  company  were  disconnected  from  its  switchboard  and  connected 
with  the  Pacific  Company's  exchange. 

The  Commission  says: 

"These  two  systems,  which  were  competitive  in  nature,  were  placed 
in  operation  before  the  Public  Utilities  Act  conferred  jurisdiction  in 
such  cases  upon  the  Railroad  Commission.  The  consolidation, 
however,  was  effected  after  the  Public  Utilities  Act,  which  i:)rovides 
that  the  Commission's  permission  to  such  transactions  shall  be 
obtained,  became  effective,  and  although  there  has  ])een  considerable 
delay  in  presenting  the  matter  to  the  Commission  for  formal  action, 
it  appears  that  the  delay  has  arisen  as  a  result  of  some  doubt  on  the 
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part  of  representatives  of  the  two  companies  as  to  whether  the  local 
company  was  operating  as  a  public  utility  and,  therefor,  whether 
the  case  would  properly  come  within  the  provisions  of  the  act,  rather 
than  through  any  desire  to  evade  its  provisions." 

132.8 — Unnecessary  Duplication. 

The  Commission  finds  that  the  change  resulted  in  an  increase  in  rates 
in  only  two  instances  and  that,  on  the  whole,  the  rates  have  been  re- 
duced by  the  elimination  of  the  duplicate  telephones  which  were 
formerly  necessary  with  the  two  systems  in  operation. 

"It  has  also  brought  about  more  adequate  and  more  satisfactory 
service  to  the  patrons  of  both  companies  and  has  resulted  in  relieving 
the  local  company  of  its  responsibilities  as  a  public  utility,  a  result 
which  it  desired  since  it  is  without  the  means  of  adequately  meeting 
those  responsibilities." 

ARIZONA 

226.5^ — Standards  of  Service. 

Standards  for  Gas  and  Electric  Service.  Prescribed  by  the 
Arizona  Corporation  Commission,  March  19,  1915. 

Rules  have  been  adopted  by  the  Arizona  Commission  fixing  the  standards 
for  accuracy  of  gas  and  electric  meters,  testing  of  meters  and  regulation 
of  voltage. 

Electric  meters  are  to  be  tested  at  least  once  in  two  years  and  no  meter 
is  to  be  installed  or  allowed  to  remain  in  service  which  has  an  error  of 
registration  in  excess  of  three  per  cent  on  light  load,  half  load  or  full 
load.     These  rules  are  effective  as  of  May  1,  1915. 

130 — Protection  of  the  Corporation. 

The  following  rules  were  adopted  by  the  Commission  to  aid  the  com- 
pany in  securing  payment  for  service  rendered. 

"(No.  21.)  Any  utility  supplying  gas  and  electricity,  who  detects 
the  fraudulent  use  of  gas  and  electricity  by  a  cousuukm-,  may  dis- 
continue the  service,  and  need  not  reinstate  same  until  an  amount 
shall  be  paid  to  the  utility  covering  the  estimated  amount  of  such 
commodity  fraudulently  used,  and  a  charge  of  .|2.00  to  cover  extra- 
ordinary expenses  incidental  thereto.  In  such  case  the  utility  shall 
estimate  the  amount  of  gas  or  ele('tri(;ity  fraudulently  used,  from 
previous  or  subsequent  meter  readings  or  other  proper  data. 

"(No.  22.)  Every  public  service  utility  supplying  el(>ctricity  or  gas 
shall  use  diligent  methods  in  the  collection  of  its  accounts,  with  the 
purpose  of  largely  eliminating  the  loss  of  revenue  through  bad  debts 
and  to  reduce  the  working  capital  necessary  in  the  o])eration  of  the 
utility.     With  this  in  view,  any  public  service  utihty  may  discontinue 
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the  service  of  a  consumer  who  is  dehnquent  in  his  account  for  gas 
or  electricity  in  excess  of  twenty  days.  All  amounts  due  the  utility 
for  gas  service  or  electric  service  and  a  charge  not  to  exceed  $2.00  per 
meter  for  extraordinary  expenses  may  be  collected  from  the  con- 
sumer ])\'  the  utility  before  the  service  is  again  rendered." 


•    REFERENCES 
RATES 

450— ^Value  of  Service  Theory. 

Value  of  the  Service  iist  Rate  Making,  Electrical  World,  April  24, 

1915,  p.  1031. 

A  statement  of  ^Ir.  H.  H.  Holding,  general  power  representative  of  the  Public 
Service  Electric  Company  of  Newark,  New  Jersey-,  is  ciuoted  in  which  the  neces- 
sity of  taking  into  consideration  value  of  the  service  as  well  as  cost  of  the  service 
in  making  rates  for  electric  utilities  is  discussed.  Both  fixed  costs  and  energj' 
costs,  vary  in  different  localities,  and  with  different  conditions  in  the  same  locality. 
Furthermore  an  exact  prediction  camiot  be  made  for  future  operation.  Such 
uncertainties  make  an  exact  determination  of  cost  per  unit  of  central  station  ser- 
vice impossible.  The  cost  of  production  in  the  electric  industry  follows  closely 
the  law  governing  the  production  of  any  maufactured  product  with  such  added 
limitations  and  hazards  as:  (1)  limited  number  of  customers;  (2)  inability  on  ac- 
count of  quasi-public  nature  of  the  business  to  choose  or  reject  undesirable  cus- 
tomers; (.3)  the  product  must  be  produced  within  a  limited  distance  from  the 
customer:  (4)  periodic  variation  of  rate  cannot  be  made  easily  to  suit  changes  of 
cost  conditions;  (.5)  many  individual  customers  must  be  served  at  a  loss;  and  (6) 
product  cannot  be  stored.  The  manufacturer  knows  that  the  extent  of  his  sales 
largely  determines  his  cost  and  the  value  of  the  product  to  his  customers  as  a 
whole  determines  the  demand.  The  central  station  property  should  be  allowed  to 
adjust  the  rates  in  just  the  same  way.  Because  of  the  restrictions  under  which  it 
operates  it  should  be  allowed  to  expand  its  business  by  selling  more  energy  and 
service  and  so  increasing  the  earning  power  of  the  investment  by  a  longer-hour  use 
of  the  equipment.  A  careful  study  of  the  true  value  of  service  to  the  customer 
should  be  made,  and  the  rate  when  adopted  should  be  chosen  with  an  understand- 
ing of  its  possible  effect  upon  the  earning  power  of  the  investment. 

500 — Rate  Practice. 

Rates  axd  By-Product.s.  Letter  of  J.  R.  Cravath,  to  the  Electrical 
World  of  April  24,  1915,  p.  1029. 

The  question  is  raised  as  to  who  is  entitled  to  the  profits  resulting  from  the 
operation  of  an  ice  plant  in  connection  with  an  electric  plant.  In  some  cases  the 
ice  manufactured  by  a  central  station  company  is  practically  a  by-product.  It 
may  be  argued  that  the  consumer  is  entitled  to  share  in  the  benefits  of  economy 
where  some  of  the  cost  of  the  production  of  electricity  is  borne  by  the  by-product. 
It  could  also  be  maintained  that  since  the  manufacture  of  ice  is  competitive  anil 
not  under  regulation,  the  company  having  the  foresight  to  combine  the  manu- 
facture of  ice  with  the  production  of  electricity  is  entitled  to  increased  profits 
due  to  such  combination.  It  is  suggested  that  probably  a  middle  course  will  be 
taken  by  Commissions  in  fixing  rates  for  such  plants. 
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INVESTMENT  AND  RETURN 

340 — Rate  of  Return. 

Rate  of  Return,  by  J.  E.  Allison.  S>tone  and  Webster,  April,  1915, 
p.  277.  Paper  Read  Before  the  Missouri  Public  Utilities  Association, 
at  Excelsior  Springs,  January  23,  1915. 

Broadly  speaking  the  factors  which  determine  the  prospective  rate  of  return,  are: 
the  degree  of  safety  of  the  principal,  the  reliability  of  the  returns,  the  market- 
ability of  the  security,  and  the  money  market  from  which  the  capital  is  drawn. 
Attention  is  called  to  the  danger  of  disregarding  economic  laws  and  adhering  to 
precedent  in  matters  of  valuation  and  rate  making.  Under  regulation,  questions 
of  valuation  and  questions  of  rate  of  return  cannot  be  separated.  With  unsound, 
or  uncertain  valuation  methods,  rates  of  return  will  be  high,  if  capital  can  be  pro- 
cured at  all.  With  sound  and  well  understood  valuation  methods,  rates  of  return 
will  be  reasonable,  and  necessary  capital  abundant,  provided  the  financial  methods 
of  the  companies  themselves  are  sound. 

360 — Depreciation. 

A  Problem  in  the  Making  of  Rates,  by  Russel  Robb.  Stone  and 
Webster.  April,  1915,  p.  245.  (From  the  Public  Utilities  Number  of 
the  New  York  Evening  Post,  March  31,  1915.) 

It  is  pointed  out  that  the  theory  has  been  evolved  that  the  first  cost  of  a  plant 
is  not  to  be  taken  as  a  basis  for  rate  making,  unless  the  company  owning  the  prop- 
erty has  built  up  a  depreciation  fund  that  is  fully  equivalent  to  the  difference  be- 
tween the  first  cost  and  the  part  of  this  first  cost  that  is  represented  by  the  re- 
maining life  of  the  parts  of  the  plant.  In  case  no  depreciation  fund  has  been  set 
aside,  but  cost  of  renewals  have  been  paid  out  of  earnings,  the  owner  of  the  plant 
may  be  heavily  penalized  by  the  basing  of  rates  on  a  value  far  below  the  original 
cost  of  the  plant.  The  practicability  and  propriety  of  offsetting  the  neglect  to 
provide  depreciation  funds,  by  a  reduction  in  rates,  is  questioned  and  it  is  suggested 
that  there  are  other  ways  of  handling  such  a  situation.  The  public  service  opera- 
tor may  be  required  to,  at  once  or  gradually,  build  up  the  depreciation  fund. 
Rates  must  be  such  that  the  business  can  live  and  grow.  They  have  not  to  do 
with  a  past,  but  with  a  moving,  expanding  future. 

MUNICIPALITIES 

840— Public  Operation. 

Fort  Wayne  Municipal  Electric  Light  and  Power  Works.  Re- 
port of  the  Indiana  State  Board  of  Accountants,  for  the  Period 
from  1907  to  December  31,  1913.     Pamphlet  12  pages. 

A  report  is  made  of  the  investigation  of  the  operation  of  the  light  and  powei'  works 
of  the  city  of  Fort  Wayne,  covering  the  period  from  the  time  of  construction  to 
the  close  of  the  year  of  1913.  The  light  and  power  rates  are  given  as  of  September, 
1914. 

COURT   DECISION   REFERENCES 

380— Taxation. 

Northern  Pa(!ific  Railway  Company  v.  State  et  al.  Decision  of 
The  Washin(;ton  Supreme  Court,  March  22,  1915,  147  Pacific  45. 

The  railwaj^  company  appealed  to  the  court,  ()l).i('cting  to  flu-  inclusion  of  certain 
intangible  values  in  the  valuation  of  its  properly  for  |)urp()ses  of  taxation.  A 
valuation  of  its  property  nuule  by  the  Washington  IJailroad  Coiiiniission  and  com- 
pleted by  its  successor,  the  Public  Service  Commission,  added  to  a  property  value 
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of  $98,016,646.12,  the  sum  of  $12,291,805  for  intangibles.  This  added  amount  was 
based  on  the  consideration  of  such  items  as:  density  of  traffic  and  vohune  of  busi- 
ness along;  the  line  of  plaintiff's  railway;  the  nature  of  the  country  through  which 
the  line  runs;  the  facilities  for  transacting  railroad  business  owned  and  operated 
by  private  individuals,  such  as  warehouses  and  docks;  the  price  at  which  plaintiff 
purchases  its  fuel  supply;  the  resources  of  the  country  adjacent  to  its  line  and  the 
density  of  the  population  living  contiguous  thereto.  This  valuation  was  used 
by  the  board  of  tax  commissioners  and  the  railway  company  protests  against  the 
inclusion  of  the  $12,291,805  in  the  tax  value  on  the  ground  that  "good  will"  value 
is  not  added  to  the  taxation  value  of  other  industries  or  of  general  property.  The 
court  suggests  that  this  intangible  value  compares  closely  with  the  intangible 
element  which  enters  into  the  value  of  real  propertj^  by  reason  of  its  location  or 
adaptability  to  a  particular  use,  rather  than  to  "good  will"  value.  The  Court 
discusses  the  matter  at  length  and  cites  decisions  in  valuation  and  ta.\ation  cases, 
and  concludes  that  the  intangible  value  in  question  is  inseparable  from  the  value 
of  the  physical  property  regardless  of  the  ownership  of  the  projjerty.  The  court 
finds  that  this  element  of  value  is  comparable  with  franchise  value  which  courts 
have  held  attaches  to  the  phvsical  property  of  public  service  companies.  (Wash- 
burn v.  Washburn  Waterworks  Co.  120  Wis.  575,  98  N.  W.  539  and  Detroit  Citizens' 
Street  Railway  Co.  v.  Common  Council,  125  Mich.  673;  85  N.  W.  96;  86  N.  W.  809; 
84  Am.  St.  Rep.  .589). 

411 — Apportionment  of  Expense. 

Northern  Pacific  Railway  Company  et  al.  v.  State  of  North 
Dakota  ex  rel.T.  F.  McCue,  Attorney  General.  Decision  of  the  United 
States  Supreme  Court,  March  8,  1915.     35  Sup.  Ct.  429. 

In  an  opinion  by  Justice  Hughes,  the  court  reviews  the  findings  of  the  Supreme 
Court  of  North  Dakota  ordering  railway  carriers  to  keep  in  force  intrastate  rates 
fixed  by  the  state  laws  for  the  transportation  of  coal  in  carload  lots.  The  court 
finds  the  rates  are  non-compensatory  for  the  particular  service  and  remands  the 
case  to  the  lower  court.  The  conclusions  are  summarized  in  the  opinion  as 
follows: 

"It  is  presumed — but  the  presumption  is  a  rebuttable  one — that  the  rates 
which  the  state  fixes  for  intrastate  traffic  are  reasonable  and  just.  When  the 
ciuestion  is  as  to  the  profitableness  of  the  intrastate  business  as  a  whole  under 
a  general  scheme  of  rates,  the  carrier  must  satisfactorily  prove  the  fair  value 
of  the  property  employed  in  its  intrastate  business,  and  show  that  it  has  been 
denied  a  fair  return  upon  that  value.  With  respect  to  particular  rates,  it  is 
recognized  that  there  is  a  wide  field  of  legislative  discretion,  permitting 
variety  and  classification,  and  hence  the  mere  details  of  what  appears  to  be  a 
reasonable  scheme  of  rates,  or  a  traffic  or  schedule  affording  substantial 
compensation,  are  not  subject  to  judicial  review.  But  this  legislative  power 
cannot  be  regarded  as  being  without  limit.  The  constitutional  guaranty 
protects  the  carrier  from  arbitrary  action  and  from  the  api)rc)i)riation  of  its 
property  to  public  purposes  outside  the  undertaking  assumed;  and  where  it  is 
established  that  a  commodity,  or  a  class  of  traffic,  has  been  segregated  and  a 
rate  imposed  which  would  compel  the  carrier  to  transport  it  for  less  than  the 
proper  cost  of  transportation,  or  virtually  at  cost,  and  thus  the  carrier  would 
be  denied  a  reasonable  reward  for  its  service  after  taking  into  account  the 
entire  traffic  to  which  the  rate  applies,  it  must  be  concluded  that  the  state 
has  exceeded  its  authority." 

411 — Apportionment  of  Expense. 

Norfolk  A:  Western  Railway  Company  v.  W.  G.  Conley,  Attorney 
General  of  the  State  of  West  Virginia,  et  al.  Decision  of  the  United 
States  Supreme  Court.     March  8,  1915.     35  Sup.  Ct.  437. 

An  action  was  brought  to  restrain  the  enforcement  of  the  act  of  the  legislature  of 
West  Virginia  fixing  the  maximum  fare  for  passengers  at  2  cents  per  mile.     (Acts 
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1907,  Chap.  41,  p.  226.)  The  lower  court  refused  to  issue  such  restraining  order. 
The  Supreme  Court  finds,  however,  that  the  rate  is  confiscatory  and  remands 
the  case  to  the  lower  court.     Justice  Hughes  delivered  the  opinion  of  the  court. 

The  opinion  in  the  Northern  P.  R.  Co.  v.  North  Dakota,  35  Supreme  Court  429, 
reported  above,  in  which  the  court  held  that  each  class  of  commoditj^  carried 
must  bear  its  fair  share  of  the  cost  of  transportation,  is  here  cited  and  the  court 
holds  that  the  validity  of  the  passenger  fare  is  determined  by  its  effect  upon  the 
passenger  business,  separately  considered.     The  court  says: 

"In  making  a  reasonable  adjustment  of  the  carrier's  charges,  the  state  is 
under  no  obligation  to  secure  the  same  rate  of  return  from  each  of  the  two 
principal  departments  of  business,  passenger  and  freight;  but  the  state  may 
not  select  either  of  these  departments  for  arbitrary  control.  Thus,  it  would 
not  be  contended  that  the  state  might  recjuire  passengers  to  be  carried  for 
nothing,  or  that  it  could  justify  such  action  by  placing  upon  the  shippers  of 
goods  the  burden  of  excessive  charges  in  order  to  supply  an  adequate  return 
for  the  carrier's  entire  service.  And,  on  the  same  principle,  it  would  also 
appear  to  be  outside  the  field  of  reasonable  adjustment  that  the  state  should 
demand  the  carriage  of  passengers  at  a  rate  so  low  that  it  would  not  defray 
the  cost  of  their  transportation,  when  the  entire  traffic  under  the  rate  was 
considered,  or  would  provide  only  a  nominal  reward  in  addition  to  cost." 

781.1 — Increase  of  Facilities. 

State  ex  rel.  Railroad  Commissioners  v.  Florida  East  Coast  Ry. 
Co.  Decision  of  the  Florida  Supreme  Court.  February  16,  1915. 
67  Southern  906. 

The  Railroad  Commission  applied  to  the  covu't  for  a  writ  of  mandamus  requiring 
the  Florida  East  Coast  Railway  Company  to  conform  to  an  order  of  the  Commis- 
sion which  directed  the  company  to  maintain  an  agency  station  at  Mims,  Florida. 
The  company  submitted  a  statement  showing  that  the  railroad  is  operated  at  a 
loss,  that  its  stockholders  receive  no  dividends,  that  there  is  no  sinking  fund,  and 
that  its  income  is  not  sufficient  to  pay  the  interest  which  it  is  ol)ligated  to  pay 
on  its  Ijonds.  The  order  of  the  Commission  is  not  sustained  by  the  court.  The 
holding  of  the  court  is,  in  part,  as  follows: 

"The  doctrine  has  been  approved  by  this  court  many  times  that  unreasonable 
regulations  are  not  within  the  authority  conferred  by  law  upon  the  railroad 
commissioners,  and,  when  it  appears  from  the  pleading  or  the  evidence  in  a 
case  that  an  order  or  regulation  is  unreasonable  or  unjust  with  refereuce  to 
all  the  substantial  interests  affected  by  it,  or  violative  of  constitutional  pro- 
visions for  the  protection  of  private  property  rights,  such  regulations  will  not 
be  enforced  by  the  courts.  State  ex  rel.  Railroad  Commissioners  v.  Louisville 
&  N.  R.  Co.,  62  Fla.,  315,  57  South.  175.  State  ex  rel.  Raih-oad  Commissioners 
V.  Florida  East  Coast  R.  Co.,  64  F\ii.,  112,  59  South.    3<S5." 

A  distinction  is  made  lietween  a  duty  "vitally  necessary  to  the  public,''  and  a 
"useful,  ))ut  non-essential  duty." 

'Til  the  one  case  the  fact  that  the  i)erforinance  of  the  i)artiriilar  duty  will  be 
unremunerative  will  not,  in  view  of  the  nature  of  the  duty  to  the  pulilic,  excuse 
non-performance;  while  in  the  other,  the  fact  that  the  particular  service  may 
incur  a  loss  to  the  railroad  company  does  not  excuse  non-performance;  the 
loss  occasioned  by  its  i)erf()rman('e  may  be  considered  in  determining  the 
rea.sonaljleness  of  the  order  re(|uiring  it  to  l)e  performed.  See  State  ex  rel. 
Railroad  Commissioners  v.  Louisville  &  N.  R.  Co.,  62  Fla.,  315.  text  35S,  57 
South.  175;  State  ex  rel.  Railroad  Commissioners  v.  Florida  East  Coast 
Ry.  Co.,  67  Fla.,  83,  64  South.    443." 
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RATES 

THE  UNION  ELECTRIC  LIGHT  AND  POWER  COMPANY 

720 — Rate  Schedules. 

The  Union  Electric  Light  and  Power  Company,  New  Schedule  of 
Rates,  Effective  May  1,  1915. 

The  Union  Electric  Light  and  Power  Company  has  filed  new  rate 
schedules  for  the  Borough  of  Manhattan  which  are  practically  the  same 
as  the  New  York  Edison  Company  rates,  effective  May  1,  reported  in 
7  Rate  Research  51. 


COMMISSION  DECISIONS 
NEW  YORK 

560— Standard  Riders. 

Wilder  v.  United  Electric  Light  and  Power  Company,  Alleging  that 
Certain  of  the  Company's  Riders  Are  Unreasonable.  Opinion  of 
Commissioner  Maltbie,  as  Member  of  the  New  York  Public  Service 
Commission  (ID).     May  15,  1914. 

The  company's  contract  riders  relating  to  "conjunctional  service," 
service  to  "intercommunicating  buildings,"  and  the  "inclusion  of 
tenants'  consumption"  were  not  definitely  settled  by  the  Commission's 
decision  in  the  case,  Kight  vs.  United  Electric  Light  and  Power  Com- 
pany (reported  in  4  Rate  Research  56).  The  Commission  in  the 
Kight  case  held  that  the  company's  riders  were  unreasonable  but  did 
not  prepare  any  substitute  for  these  riders.  The  time  given  the  com- 
pany within  which  to  discontinue  the  objectionable  riders  was  later 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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extended,  and  the  company  has  submitted  other  riders  asking  for 
authority  to  put  them  in  effect. 

The  Wilder  complaint  was  filed  in  the  matter  and  finally  a  hearing  was 
called  on  motion  of  the  Commission  so  that  the  investigation  would 
cover  the  whole  matter  of  the  Company's  rates  and  regulations  with 
special  reference  to  these  contract  riders. 

Commissioner  Maltbie,  before  leaving  the  Commission,  placed  on 
file  his  opinion  in  this  case.  The  opinion  reviews  the  Kight  case 
and  the  subsequent  steps  taken  in  the  proceedings.  The  effect  of  the 
various  riders  is  illustrated  by  the  use  of  actual  consumer  data.  The 
opinion  has  not  as  yet  been  adopted  by  the  Commission  and  the  great 
detail  necessarily  involved  makes  a  complete  report  of  the  opinion 
inadvisable. 

One  of  the  riders  submitted  by  the  company  involved  a  new  feature. 
Owners  or  lessees,  landlord  customers,  who  resell  current  to  tenants 
are  required  under  this  rider  to  pay  a  meter  charge  for  each  meter 
installed  on  tenants'  premises.  The  discussion  of  this  rider  brought 
up  the  question  of  the  costs  included  in  a  meter  charge. 

411.1 — Customer  Charges. 

The  company  submitted  a  statement  of  the  basis  of  the  meter  charge, 
based  on  the  expenses  for  1913.  The  statement  of  costs  is  tabulated  as 
follows : 

Gross  Cost  per  meter 

Classification  Expense        Per  item        Total 

(1)  Record  and  Service: 

(a)  Office  rent,  maintenance $    1 ,  120 .  00     $ 0 .  03004 

(b)  Labor 10.138 .  00         .  27147 

(c)  Interest    and   depreciation   on 

equipment 91 .  00         .  00244     $0 .  30395 

(2)  Meter  Bureau : 

(a)  Office  and  clerks 17,014 .  59  .  45600 

(b)  Meter  repairs 3,167 .  46  .  08490 

(c)  Instrument  repairs 4,013.63  .  10770 

(d)  Interest   and    depreciation    on 

equipment 1,215.00         .03258 

(e)  Meter  investigations 4,931 .46         .  13200         .81318 

(3)  Indexing: 

Salaries  and  expenses 9,398 .  15         .  25180         .  25180 

(4)  Collecting: 

(a)  Office  rent 1,392.00         .03730 

(b)  Labor 16,913 .  24         .45350 

(c)  Adjusting  l)ills 6,734.58         .18033         .67113 
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(5)  Accounting: 

(a)  Office  rent 2,180.00  .06115 

(b)  Labor 32,624.08  .87378 

(c)  Repairs  and  supplies 518.75  .01390 

(d)  Interest  and  depreciation 159.25  .00426         .95309 

(6)  Stationery 2,632.91         .07050         .07050 

(7)  Shunt  loss -39400         .39400 

(8)  Interest  and  depreciation 2.32000       2.32000 

(9)  Meter  Installations : 

(a)  Installation 11,206.69         .23600 

(b)  Removal 3,022.20         .  15000 

(c)  C.  I.,  C.  O.,  etc 15,436.75  3.22000 

(d)  Meter  troubles 13,855 .  02         .  37100       3 .  97700 

Total  cost  per  meter  for  year S9 .  75465 

"These  items,  according  to  the  company,  do  not  include  anything 
for  'general  executive  overhead,  general  engineering,  or  for  engineering 
testing  of  new  types  of  meters,  jewels,  bearings,  etc.,  and  meter 
protective  devices.'  If  fifteen  per  cent  were  added  for  these  items, 
as  suggested  by  the  company,  the  total  annual  cost  would  be  about 
$11.22  per  meter." 

The  opinion  takes  up  a  discussion  of  the  various  items  and  says: 

"The  result  of  the  several  conclusions  reached  upon  the  various 
points  already  discussed,  taking  the  maximum  amounts  mentioned 
in  every  case,  is  that  the  annual  charge  upon  the  basis  of  the  com- 
pany's figures  would  be  $5.85.  If  the  minimum  amounts  be  taken, 
the  charge  would  be  less  than  $5.30.  As  a  monthly  charge  of  fifty 
cents  would  yield  $6  per  annum,  we  find  that  the  company  would  be 
justified,  if  a  meter  charge  is  to  be  established,  in  charging  fifty  cents 
per  month  for  all  watt-hour  meters  having  a  capacity  of  1.5  kilowatts 
or  less." 

The  claim  for  the  additional  fifteen  per  cent  is  held  to  be  too  general  and 

too  vague  to  be  considered. 

The  following  classification  of  charge  for  meters  is  suggested : 

"For  meters  having  a  capacity  of  1.5  kilowatts  or 

less $0.50  per  month. 

"For  meters  having  a  capacity  of  from  1.5  to  10 

kilowatts 75  per  month. 

"For  meters  having  a  capacity  of  over  10  kilowatts .  .    1.00  per  month. 

The  opinion  concludes  that  the  company  should  be  permitted  to  make 
such  a  charge  in  addition  to  the  rate  of  current,  which  should  not 
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be  applied  to  one  class  of  consumers  as  provided  in  the  rider,  but  should 
be  applied  indiscriminately  to  all  consumers. 

It  should  be  noted  that  the  meter  charge  discussed  in  this  opinion 
does  not  include  an  allowance  for  the  use  of  current  under  the  minimum, 
and  is  not  a  computation  of  a  minimum  charge. 


PENNSYLVANIA 

121 — Proper  Service. 

Brandt  v.  The  East  Berlin  Railroad  Company,  Proceeding  to 
Compel  the  Company  to  Resume  Discontinued  Service.  Decision  of 
the  Pennsylvania  Public  Service  Commission,  Granting  the  Applica- 
tion.    January  21,  1915. 

The  petition  asks  that  the  respondent  company  be  ordered  to  restore 
service  over  a  line  of  its  railway  which  has  been  discontinued. 

'Trom  the  testimony  produced  at  the  hearings,  it  is  apparent  that 
the  East  Berlin  Railroad  Company  and  its  predecessors  have  operated 
this  line  of  railway  for  a  number  of  years  at  a  financial  loss,  and  it 
is  at  least  doubtful  whether  the  same  can  be  operated  at  a  profit. 
There  is  no  dispute  between  the  parties  as  to  the  fact  that  the 
operation  has  been  a  financial  failure,  and  it  is  upon  this  fact  that 
the  respondents  rely  in  their  contention  that  the  existing  corpora- 
tion has  a  right  to  cease  operating  the  line.  Their  contention  is 
that  the  company  has  a  right  to  cease  exercising  the  franchises  con- 
ferred upon  it  by  the  state,  for  the  reason  that  it  has  found  by  long 
experience  that  these  franchises  cannot  be  exercised  at  a  profit,  and 
when  the  facts  were  laid  before  the  Commission  it  became  evident 
that  this  was  the  sole  question  involved  in  the  complaint. 

"When  the  commonwealth  originally  granted  to  the  incorporators 
the  right  to  construct  and  operate  a  railroad,  those  corporators 
acquired  certain  rights  which  the  commonwealth  does  not  grant  to 
individuals,  and  with  those  rights  the  corporators  necessarily 
assumed  certain  duties  and  responsibilities  to  the  state  and  to  the 
public.  These  rights  are  predicated  upon  a  contract  between  the 
corporators  and  their  successors  and  the  state,  that  so  long  as  the 
franchise  exists  the  company  will  continue  to  furnish  to  the  public 
the  service  contemplated  in  its  charter.  The  granting  of  such  a 
charter  and  the  exercising  of  the  rights  thereby  given  did  not  give 
to  the  company  a  mere  license  which  it  can  surrender  without  the 
consent  of  the  state.  When  a  railroad  charter  is  granted,  the  com- 
pany secures  the  right  to  construct  the  line  mentioned  in  the  charter. 
When  it  has  exercised  that  right,  it  enters  into  a  contract  with  the 
state  to  operate  the  line  until  such  time  as  the  state  has  authorized 
it  to  discontinue  the  operation.     It  is  true  that  the  state  may  look 
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upon  a  non-user  as  a  forfeiture  of  the  rights  granted  and  proceed  to 
declare  the  franchise  null  and  void;  but  until  such  action  is  taken 
by  the  state,  the  company  is  bound  to  perform  the  service  which  it 
undertook  when  it  constructed  its  line  under  the  powers  given  it 
by  its  charter.  The  legislature  has  provided  a  method  by  which 
the  company  can  at  any  time  apply  to  the  state  for  the  right  to 
surrender  its  charter  and  franchises  and  cease  to  do  business.  But 
until  either  the  state  has  forfeited  the  charter,  or  the  company  has 
surrendered  the  same,  the  contract  between  the  state  and  the  com- 
pany must  be  carried  out  according  to  its  terms. 

"As  stated  in  the  case  of  Wright  v.  Milwaukee  Electric  R.  &  Light 
Co.,  95  Wis.,  37;  36  L.  R.  A.,  47;  60  Am.  St.  Rep.,  74;  69  N.  W., 
781:  'A  pubhc  utility  is  not  to  be  laid  down  at  will.  In  case  of  a 
mere  easement,  there  is  but  one  party  interested,  and  he  may  volun- 
tarily abandon  his  right,  but  in  case  of  a  public  duty,  there  are  two 
parties  beneficially  interested,  i.  e.,  the  party  who  owes  the  duty 
and  the  state,  to  which  the  duty  is  owing.  ...  In  order  to 
extinguish  the  duty,  there  must  be  concurrence  on  the  part  of  the 
state.' 

''In  Gates  V.  Boston  &  N.  Y.  Air  Line  R.  Co.,  53  Conn.,  333, 5  Atl.  195— 
the  court  said:  'Having  exercised  those  powers  (granted  by  its 
charter),  the  corporation  has  no  right,  against  the  will  of  the  state, 
to  abandon  the  enterprises,  tear  up  its  track,  and  sell  its  rolling 
stock  and  other  property  and  divide  the  proceeeds  among  the 
stockholders." 

The  Commission  finds  that  the  company  is  bound  to  furnish  reason- 
ably adequate  service  over  the  line  in  question  until  such  time  as 
the  duty  imposed  upon  it  by  the  state  shall  have  been  surrendered 
and  the  surrender  accepted  by  the  commonwealth. 


DISTRICT  OF  COLUMBIA 


139.9— Deposits. 


In  the  Matter  of  the  Rate  of  Interest  to  be  Paid  on  Deposits 
Required  by  Utilities.  Decision  of  the  Public  Utilities  Com- 
mission OF  THE  District  of  Columbia,  Fixing  a  Uniform  Rate  of 
Interest  on  Deposits.     April  23,  1915. 

The  Commission  issued  the  following  decision  to  take  effect  Mav  1, 
1915. 

"The  Public  Utilities  Commission  on  its  own  initiative  investigated 
the  practices  adopted  by  the  several  utilities  in  the  District  of  Colum- 
bia for  the  protection  against  loss  due  to  non-payment  of  bills  by 
their  customers.  It  was  found  that  all  utilities  requiring  deposits 
did  not  pay  the  same  rate  of  interest  thereon,  in  one  case  five  per  cent 
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being  paid  on  such  deposits,  in  another  case  four  per  cent,  and  in 
still  another  no  interest  was  being  paid. 

"The  Commission  is  of  the  opinion  that,  since  these  deposits  are 
available  by  the  utilities  for  use  in  the  transaction  of  their  affairs, 
a  reasonable  rate  of  return  should  be  paid  thereon  by  the  utilities, 
and  the  customers  of  whom  the  deposits  are  required  are  entitled 
to  a  reasonable  rate  of  return  thereon;  and  the  Commission  is 
further  of  the  opinion  that  five  per  cent  is  a  reasonable  rate  of  in- 
terest in  such  cases.  It  is,  therefore,  ordered  that,  whenever  a 
deposit  is  required  of  a  customer  by  a  utility,  interest  at  the  rate 
of  five  per  cent  be  paid  thereon  during  the  time  that  the  deposit 
is  retained  by  the  utility." 


INDIANA 


221.1 — Issue  of  Stocks  and  Bonds. 

Application  of  Farmers  and  Merchants  Co-Operative  Telephone 
Company  of  Boswell,  For  Ratification  of  Securities  Issued  Without 
Authority  and  for  Authority  to  Issue  Other  Securities.  Decision 
of  Indiana  Public  Service  Commission,  Granting  the  Application, 
March  12,  1915. 

The  petitioning  company  was  organized  for  the  purpose  of  operating  a 
telephone  system  in  territory  in  which  the  Boswell  Telephone  Company 
is  furnishing  service.  In  a  petition  previously  filed  by  the  town  of 
Boswell,  the  Commission  was  asked  to  grant  the  petitioning  company  an 
indeterminate  permit  authorizing  it  to  operate  in  the  town  of  Boswell. 
The  town  was  served  by  the  Boswell  Telephone  Company,  and  the 
Commission  denied  the  petition.  The  company  then  proceeded  to 
construct  a  plant  in  the  rural  districts  with  an  exchange  near  the 
corporate  limits  of  the  town  of  Boswell.  Without  the  permission  of  the 
Commission,  the  petitioner  sold  for  cash  at  par  one  hundred  and 
eighteen  shares  of  its  capital  stock  and  has  expended  a  portion  of  the 
proceeds  for  various  items  for  the  proposed  system.  The  Commission 
is  asked  to  approve  this  issue  and  to  authorize  additional  issue  of  stock. 
The  Boswell  Telephone  Company  opposes  the  petition  for  the  reason 
that  this  proposed  system  will  duplicate  its  service. 

"These  facts  present  the  question  of  the  power  and  duty  of  this 
Commission  in  granting  or  r(>fusing  to  grant  authority  to  public 
utilities  to  issue  stock  or  Ijonds  to  be  sold  for  the  purposes  of  the 
utility.  We  assume  it  to  be  fundamental  that  the  legislature  could 
not,  and  has  not  attempted  to,  grant  to  this  (Commission  legislative 
powers;  and,  further,  that  the  arbitrary  determination  that  stocks 
and  bonds  may  or  may  not  be  issued  is  the  exercise  of  legislative 
power,  and  any  law  which  attempted  to  place  in  the  hands  of  this 
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Commission  said  arbitrary  authority  would  be  unconstitutional. 
The  law  creating  the  Public  Service  Commission  of  the  State  of 
Indiana  stipulates  when  and  for  what  purposes  a  public  utility 
corporation  may  issue  stock  or  bonds,  setting  out  in  detail  the 
necessary  conditions  that  must  exist  before  such  stock  or  bonds  may 
be  issued,  and  then  casts  upon  this  Commission  the  burden  and  duty 
of  conducting  an  investigation  and  determining  the  fact  or  facts  in 
each  case,  and  then  provides  that  if  the  facts  which  the  legislature 
provide  must  exist  do  exist,  the  authority  shall  be  granted."     .     .     . 

"The  word  'shall'  has  no  uncertain  meaning.  If  the  provisions 
of  the  act  are  complied  with  by  the  conditions  surrounding  the 
proposed  issue  authority  shall  be  granted." 

132— Protection  from  Competition. 

"The  statute  has  not  attempted  in  any  form  to  confer  upon  the 
Commission  any  power  to  regulate  the  question  of  duplication  of 
properties  outside  of  municipalities,  and  under  the  definition  of 
municipalities  as  found  in  the  act,  counties  and  townships  are  not 
included.  And  it  may  be  noted  in  this  connection  that  during  the 
session  of  the  legislature  just  closed  one  or  more  bills  was  or  were 
introduced  for  the  purpose  of  conferring  such  powers  on  the  Com- 
mission, and  all  the  bill  or  bills  failed  of  enactment,  so  that  it  may  be 
said,  if  we  have  an  expression  at  all  from  the  legislature  on  this 
subject,  it  is  against  conferring  such  power  on  the  Commission." 

221.1 — Issue  of  Stocks  and  Bonds. 

"The  Commission  determines  that  the  existing  facts  in  this  case 
meet  all  the  requirements  of  the  law,  and  that  we  have  no  discretion 
to  refuse  authority  to  issue  the  stock  as  prayed  for. 

"The  question  of  the  ratification  of  the  acts  of  the  corporation  as  to 
the  issuing  of  the  118  shares  is  not  so  clear,  but  we  assume  that  if 
the  fee  is  paid  to  the  state  of  Indiana  for  this  issue  as  for  the  authority 
to  issue  the  remaining  stock,  and  the  Commission  directs  the  expend- 
iture of  the  money  arising  from  such  sale,  which  has  not  already  been 
expended,  that  no  great  violence  can  be  done  to  either  the  letter  or 
the  spirit  of  the  law." 


MASSACHUSETTS 

144 — Mergers. 

The  Turner  Falls  Pow^r  and  Electric  Company  and  the  Turners 
Falls  Company,  Application  for  Authority  to  Consolidate.  Decision 
of  the  Massachusetts  Board  of  Gas  and  Electric  Light  Com- 
mlssioners,  Granting  the  Application,  March  11,  1915. 

The  Board  approved  the  proposed  merger  of  the  electric  companies 
finding  that  it  should  be  of  distinct  advantage  to  the  public  interest. 
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"It  should  insure  more  economical  financing  of  this  important 
undertaking  than  might  be  possible  were  the  two  corporations 
to  remain  separate.  It  will  simplify  the  relations  which  this  system 
will  hereafter  have  to  the  public  which  it  will  serve,  either  directly 
or  indirectly,  through  the  local  supply  companies  to  which  it  furnishes 
electricity.  By  reason  of  the  proposed  consolidation  the  facilities 
for  furnishing  and  distributing  electricity  will  not  be  diminished  and 
no  increase  will  be  effected  in  the  aggregate  capital  stock  or  in  the 
aggregate  debt  of  the  two  corporations." 


COURT  DECISIONS 

NEW  JERSEY 


129.1 — Discrimination. 

Public  Service  Electric  Co.  v.  Board  of  Public  Utility  Commis- 
sioners OF  City  of  Plainfield.  Decision  of  New  Jersey  Supreme 
Court.     March  27,  1915.     93  Atlantic  707. 

The  Public  Service  Electric  Company  contracted  with  the  City  of 
Plainfield  to  furnish  all  energy  for  municipal  lighting  purposes,  for 
streets  and  pubhc  buildings,  free  of  charge  in  consideration  of  the 
passage  of  an  ordinance  granting  it  the  right  to  erect  and  maintain 
its  distribution  system  in  the  city's  streets.  After  the  passage  of  the 
Public  Utilities  Act,  the  company  notified  the  city  that  it  could  not 
lawfully  continue  the  free  lighting  service.  The  city  appealed  to  the 
Board  of  Public  Utility  Commissioners,  which  board  made  an  order 
directing  the  company  to  conform  to  the  duties  imposed  upon  it  by 
the  contract  (5  Rate  Research  355).  This  order,  the  company 
seeks  to  set  aside,  resting  its  act  on  subdivision  "d"  of  Section  18  of 
the  act  of  1911  concerning  public  utilities  (P.  L.  1911,  p.  831),  which 
forbids  the  making  or  giving  directly  or  indirectly,  any  undue  or  un- 
reasonable preference  or  advantage  to  any  corporation  or  to  any  locality, 
and  upon  an  act  entitled,  "A  further  supplement  to  the  act  entitled 
'An  act  for  the  punishment  of  crimes  (Revision  of  1898),'  "  P.  L.,  1913, 
p.  27,  which  in  express  terms  denounces  inter  alia,  as  a  misdemeanor 
for  any  corporation  or  association  engaged  in  the  production,  manu- 
facture, distri]:)ution,  or  sale  of  any  connnodity  of  general  use,  or  ren- 
dering any  service  to  the  public  to  discriminate  between  connnuni- 
ties  or  cities  of  the  state,  by  selling  such  commodity  or  rendering  such 
service  at  a  lower  rate  in  one  community,  or  city,  than  another. 

The  court  says: 

"Whether  or  not  this  act  is  applicable  to  the  case  under  considera- 
tion is  wholly  unimportant,  and  therefore  it  is  not  consideretl,  and 
no  opinion  is  expressed  thereon. 
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"We  think,  however,  that  the  PubUc  Utilities  Act,  in  forbidding 
discrimination,  made  the  performance  of  this  contract  unlawful, 
and  that,  therefore,  the  prosecutor  could  not  continue  to  perform 
the  contract  without  being  guilty  of  a  violation  of  that  statute. 
Thus  we  have  the  case  of  a  contract  lawful  when  made,  the  per- 
formance of  which  subsequently  became  unlawful.  It  is  perfectly 
well  settled  that  the  effect  of  this  is  to  excuse  the  promisor  from 
performance.  Pollock  on  Contracts  (4th  Ed.),  406;  Pomeroy 
on  Contracts,  280  (Specific  Performance);  Parsons  on  Contr. 
(6th  Ed.)  675;  Louisville  &  N.  R.  Co.  v.  Mottley,  219  U.  S.  485,  31 
Sup.  Ct.  265,  55  L.  Ed.  297,  34  L.  R.  A.  (N.  S.)  671. 

"For  the  City  of  Plainfield  it  is  contended  that  subdivision  'd'  of 
Section  18  of  the  act  relating  to  pubUc  utilities  is  not  applicable 
to  the  case  at  hand,  because  it  relates  only  to  cases  where  it  appears 
that  there  is  undue  or  unreasonable  preference  or  advantage  given, 
and  that  there  is  no  evidence  that  the  preference  or  advantage  given 
is  either  undue  or  unreasonable;  that,  in  order  to  determine  whether 
or  not  an  undue  or  unreasonable  preference  or  advantage  has  been 
made  in  any  given  case,  it  would  be  necessary  to  show  by  evidence 
all  the  attendant  facts  and  circumstances.  This  contention  clearly 
ignores  the  spirit  of  this  legislation.  One  of  its  objects  was  to 
abrogate  the  granting  of  gratuities  to  municipalities,  and  thereby 
prevent  reciprocal  favors  from  being  granted  to  the  donors.  The 
evil  sought  to  be  eradicated  was  the  insiduous  influence  which 
might  be  exercised  on  municipal  bodies  and  offices  against  the 
general  public  welfare,  by  the  donors  of  such  gratuities.  Therefore, 
where  it  appears,  as  it  does  in  this  case,  that  the  gratuity  granted 
by  the  predecessor  of  the  prosecutor  to  the  city  of  Plainfield  to 
light  all  its  public  building,  offices  and  rooms  free  of  charge  forever, 
because  it  has  received  the  privilege  of  placing  and  maintaining  its 
poles  and  wires  in  the  streets  and  subways  of  the  city  of  Plainfield, 
no  other  evidence  is  required  or  necessary  than  is  furnished  by  the 
contract  to  demonstrate  that  the  preference  or  advantage  given 
by  the  contract  is  undue  and  unreasonable  and  within  the  inhibition 
of  the  Public  Utilities  Act.  The  fact  that  there  was  such  undue 
and  unreasonable  preference  or  advantage  given  is  sufficient  basis 
to  set  aside  the  order  made  by  the  Public  Utilities  Commissioners. 

"There  appears  to  be,  however,  another  equally  valid  ground  for 
setting  it  aside.  The  Board  of  Public  Utility  Commissioners,  by 
the  statute  creating  the  commission,  has  the  power  to  enforce  cer- 
tain legal  obligations  of  the  prosecutor,  but  the  language  is  not 
broad  enough  to  confer  on  the  board  the  power  to  enforce  specific 
performance  of  contracts.  This  order  made  directs  the  specific  per- 
formance of  the  contract  between  the  parties. 

"What  would  be  the  legal  effect  of  the  statute  if  it  were  broad 
enough  to  confer  such  a  power  on  the  board  need  not  now  be  consid- 
ered. Nor  is  it  necessary  to  consider  whether  the  board  would  have  had 
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the  power  to  enforce  the  contractual  relation  if  it  had  existed  in  the 
ordinance. 

''The  order  will  be  set  aside." 


UNITED  STATES 


200 — Public  Service  Regulation — Law  and  Practice. 

Pennsylvania  Railroad  Company  v.  Puritan  Coal  Mining  Com- 
pany. Decision  of  the  United  States  Supreme  Court.  April  5, 
1915.     35  Sup.  Ct.  484. 

The  Pennsylvania  Railroad  Company  •  was  sued  in  a  state  court  for 
damages  caused  by  its  failure  to  furnish  the  Puritan  Company  with 
cars  for  shipment  of  coal.  The  petitioner  further  alleged  that  the  rail- 
road had  unjustly  discriminated  against  the  shipper  in  failing  to  dis- 
tribute the  available  cars  in  accordance  with  its  own  rule  of  allotment 
in  time  of  shortage.  The  trial  court  held  that  the  petitioner  was 
entitled  to  recover  damages  caused  by  unjust  discrimination,  and  this 
judgment  was  affirmed  in  the  Supreme  Court  of  Pennsylvania. 

The  appeal  is  taken  to  the  United  States  Supreme  Court  on  the  ground 
that  the  complaint  of  unjust  discrimination  should  be  taken  before 
the  Interstate  Commerce  Commission.  The  court  takes  up  the  dis- 
cussion of  the  jurisdiction  of  the  Commission  of  the  state  courts  and 
of  the  Federal  courts.  The  following  citation  from  the  opinion  gives 
a  fairly  adequate  summary  of  the  holding  of  the  court: 

"There  are  several  decisions  already  cited  which  hold  that  suits 
against  railroads  for  unjust  discrimination  in  interstate  commerce 
can  only  be  brought  in  the  Federal  courts.  But  it  must  be  borne 
in  mind  that  there  are  two  forms  of  discrimination,  one  in  the  rule 
and  the  other  in  the  manner  of  its  enforcement;  one  in  promulgating 
a  discriminatory  rule,  the  other  in  the  unfair  enforcement  of  a  reason- 
able rule.  In  a  suit  where  the  rule  of  practice  itself  is  attacked  as 
unfair  or  discriminatory,  a  question  is  raised  which  calls  for  the 
exercise  of  the  judgment  and  discretion  of  the  administrative  power 
which  has  been  vested  by  Congress  in  the  Connnission.  It  is  for 
that  body  to  say  whether  such  a  rule  unjustly  discriminates  against 
one  class  of  shippers  in  favor  of  another.  Until  that  body  has 
declared  the  practice  to  be  discriminatory  and  unjust,  no  court  has 
jurisdiction  of  a  suit  against  an  interstate  carrier  for  damages 
occasioned  by  its  enforcement.  When  the  Commission  has  declared 
the  rule  to  be  unjust,  redress  must  be  sought  Ix^fore  the  Commission 
or  in  the  United  States  courts  of  competent  jurisdiction,  as  provided 
in  §9. 
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"But  if  the  carrier's  rule,  fair  on  its  face,  has  been  unequally  applied, 
and  the  suit  is  for  damages  occasioned  by  its  violation  or  discrimi- 
natory enforcement,  there  is  no  administrative  question  involved, 
the  courts  being  called  on  to  decide  a  mere  question  of  fact  as  to 
whether  the  carrier  has  violated  the  rule  to  plaintiff's  damage. 
Such  suits,  though  against  an  interstate  carrier  for  damages  arising 
in  interstate  commerce,  mav  be  prosecuted  either  in  the  state  or 
Federal  Courts." 


REFERENCES 

INVESTMENT  AND  RETURN 

395 — Proceedings  of  Technical  Associations. 

Iowa  Section,  N.  E.  L.  A.  Fifth  Annual  Convention,  Keokuk,  Iowa. 
April  20-22,  1915.  5  pages.  Electrical  Review  and  Western  Electrician. 
May  1,  1915.  p.  816. 

An  account  is  given  of  the  meeting  of  the  Iowa  Section  of  the  N.  E.  L.  A.,  and  the 
papers  read  before  the  convention  are  abstracted: 

750 — Comparative  Company  Data. 

Facts  and  Factors  of  Iowa  Central  Stations,  A  Report  Presented 
at  the  Annual  Convention  of  the  Iowa  Section  of  the  N.  E.  L.  A.  by 
Austin  Burt.  Electrical  Review  and  Western  Electrician,  2  pages,  Mav 
1,  1915,  p.  818.     Electrical  World,  same  date,  p.  1128. 

Statistics  for  Iowa  Central  stations  are  given  in  tabulated  form.  The  informa- 
tion covers  fifty-one  commercial  stations  and  thirteen  municipal  stations.  For 
comparative  purposes,  general  averages  are  given  for  the  vears  1909.  1911,  1913. 
1914  and  191o. 


COURT  DECISION  REFERENCES 


112 — Franchises. 

Walton  v.  Proutt.  Decision  of  the  Arkansas  Supreme  Court, 
March  15,  1915.     174  Southwestern  1152. 

The  court  is  asked  to  construe  the  contract  between  the  city  of  Blj^theville  and 
the  Blytheville  Water  Comjiany  with  respect  to  the  charges  to  the  private  con- 
sumers. One  of  the  cjuestions  presented  is  whether  or  not  appellant,  a  citizen  of 
the  city,  has  a  right  to  maintain  an  action  to  compel  the  company  holding  a  fran- 
chise to  comply  with  the  terms  of  the  franchise. 

"We  are  of  the  opinion  that  appellant,  as  a  citizen  and  user  of  water  in  the 
city,  has  a  right  to  maintain  an  action  to  compel  the  water  company  to  comply 


94  7         Rate     Research 


with  its  contract.  There  are  authorities  which  clearly  sustain  that  view, 
and  we  think  they  are  correct.  1  Farnham  on  Waters,  §160,  B;  Pond  v.  New 
Rochelle  Water  Co.,  183  N.  Y.  330,  76  N.  E.,  211;  1  L.  R.  A.  (N.  S.)  958,  5 
Ann.  Cas.  504;  Robbins  v.  Bangor  R.  &  E.  Co.,  100  Me.  496,  62  Atl.  136, 
1  L.  R.  A.  (N.  S.)  963.  The  New  York  Court  of  Appeals,  in  the  case  cited 
above,  based  its  conclusion  on  the  ground  that  the  contract  was  made  for  the 
benefit  of  the  citizens  of  the  municipality,  and  that  a  citizen  had  a  right  to 
sue  on  the  contract.  The  Maine  court  based  its  conclusion  on  the  ground 
that  mandamus  was  the  proper  remedy  to  compel  the  performance  of  the 
contract,  and  that  an  individual  had  the  right  to  sue  to  compel  the  perform- 
ance of  the  public  duty.  Both  of  those  decisions  distinguished  the  ciuestion 
of  the  right  of  a  citizen  to  sue  for  damages  resulting  from  a  Ijreach  of  the 
contract.  This  court  has  followed  the  great  weight  of  authority  in  holding 
that  a  citizen  cannot  maintain  a  suit  for  damages  resulting  from  a  breach  of 
a  contract  of  this  kind,  putting  it  on  the  ground  that  the  citizens  of  the 
municipalitv  are  not  parties  to  the  contract.  Collier  v.  Newport  Water, 
Light  &  Power  Co.,  100  Ark.,  47,  139  8.  W.  63.5.  Ann.  Cas.  1913D,  458.  The 
question  now  presented  is  different  from  that,  and  we  hold  that,  while  there 
is  no  right  of  action  for  a  breach  of  the  contract,  a  citizen  of  the  municipality, 
notwithstanding  the  fact  that  he  carmot  be  treated  as  a  party  to  the  contract, 
has  a  right  to  sue  to  compel  the  performance  of  the  public  duty  which  rests 
upon  the  holder  of  the  franchise.  We  are  not  concerned  at  this  time  about 
whether  the  proper  remedy  is  in  equity,  or  at  law  by  mandamus.  No  suit 
could  be  maintained  either  at  law  or  in  equity  against  the  corporation  in  the 
hands  of  the  receiver  without  first  obtaining  the  consent  of  the  court,  and  a 
citizen  had  a  right  to  come  into  the  court  of  equity  where  the  affairs  of  the 
corporation  are  being  administered  through  an  agency  of  the  court." 


112 — Franchises. 

Old  Colony  Trust  Co.  v.  City  of  T.\coma.  Decision  of  the  United 
States  District  Court,  W.  D.  Washington,  S.  D.  January  20,  1915. 
219  Federal  775. 

The  question  of  interest  in  this  case  is  that  of  the  city's  right  to  declare  forfeit 
the  franchise  of  the  Tacoma  Railway  and  Power  Company.  The  City  of  Tacoma 
has  its  municipal  plant  furnishing  energy  for  lighting  service  in  the  city.  An 
ordinance  was  passed  granting  the  street  railway  company  the  right  to  furnish 
power  service  and  providing  that  the  right  to  furnish  lighting  service  might  be 
granted  in  certain  cases  subject  to  revocation  at  the  will  of  the  city.  The  ordi- 
nance also  provided  that,  in  case  the  company  failed  to  comply  with  the  terms 
of  its  franchise  within  30  days,  the  city  might  repeal  or  modify  the  grant.  Under 
a  special  permit  from  the  city  the  company  entered  into  a  contract  with  the  North- 
ern Pacific  Railway  Company  obligating  itself  to  furnish  electric  energy  for  power 
and  lighting  purposes.  Subsequently,  the  city  desired  to  take  over  this  lighting 
business  and  served  notice  upon  the  company  to  cease  furnishing  lighting  service 
to  the  Northern  Pacific  Company  before  the  expiration  of  30  days,  subject  to  the 
forfeiture  of  its  franchise.  The  company  continued  to  furnish  energy  for  power 
service  under  its  contract  with  the  Northern  Pacific  Company.  The  energy 
furnished  was  of  too  high  voltage  for  lighting,  l)ut  was  transformed  on  the  cus- 
tomer's premises  and  used  for  lighting.  Evidence  was  introduced  to  show  that 
the  city  was  not  prepared  to  furnish  the  lighting  service  and  that  the  company 
did  not  understand  that  the  notice  served  by  the  city  for  the  discontinuance 
of  the  service  was  to  be  treated  as  a  threat  of  forfeiture,  but  only  as  a  step  to 
bring  the  matter  into  court  for  adjudication.  There  are  other  considerations 
in  cormection  with  the  ordinance,  the  contract  and  the  situation  in  general,  dis- 
cussed by  the  court.  The  Federal  Court  sustained  the  state  court  in  declaring 
the  company's  franchise  forfeited. 
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138 — Contracts. 


Montgomery  Light  &  Water  Power  Company  v.  Montgomery 
Traction  Company.  Decision  of  the  United  States  District  Court, 
M.  D.  Ak\bama,  N.  D.     December  9,  1914,  219  Federal  963. 

The  complainant  seeks  to  enjoin  the  respondent  company  from  discontinuing 
electric  service  for  the  propelling  and  lighting  of  its  cars  and  for  all  other  purposes. 
The  service  is  rendered  under  contract.  The  traction  company  intended  to  dis- 
comiect  its  wires  from  the  complainant's  system  and  take  service  from  a  new- 
power  house  to  be  operated  by  the  principal  stockholder  of  the  respondent. 
The  railway  company  urges  its  right  to  abrogate  the  contract  on  the  ground, 
among  other  contentions,  that  the  complainant  failed  to  furnish  respondent  with 
sufficient  current  for  the  operation  of  its  street  cars  or  to  maintain  sufficient  reserve 
to  provide  for  extra  service.  Final  decree,  however,  is  entered  for  the  com- 
plainant and  the  railway  company  is  perpetually  enjoined  from  discontinuing 
service  under  the  contract  with  the  light  and  power  company. 

241 — Inves  tig  ation . 

United  States  v.  Louisville  and  Nashville  Railroad  Company. 
Decision  of  the  United  States  Supreme  Court.  February  23,  1915. 
35  Sup.  Ct.  363. 

The  Supreme  Court  upholds  a  decision  of  the  United  States  District  Court  for 
the  Western  District  of  Kentucky  refusing  mandamus  to  compel  carriers  to  per- 
mit the  inspection  of  their  accounts,  records,  memoranda,  and  correspondence 
by  special  agents  of  the  Interstate  Commerce  Commission.  The  case  is  similar 
to  United  States  v.  Nashville  C.  &  St.  L.  Ry.,  reported  in  6  Rate  Research, 
206.  Both  cases  arose  during  the  investigation,  made  in  accordance  with  a 
resolution  of  the  Senate,  of  the  relations  existing  between  the  Nashville,  Chat- 
tanooga and  St.  Louis  Railway,  the  Louisville  &  Nashville  Railroad  Company, 
and  other  railroads  operating  in  the  territory  served  by  these  companies. 

The  Commission's  special  examiners  desired  complete  access  to  the  company's 
correspondence  files,  and  upon  refusal  of  the  company  to  acceed  to  this  demand, 
the  Commission  applied  for  a  writ  of  mandamus  which  was  denied  by  the  lower 
court. 

The  court  says: 

"The  discussion  in  this  case  has  taken  a  wide  range,  and  much  has  been  said 
of  the  constitutional  rights  of  the  defendant  and  the  authority  of  the  Com- 
mission to  carry  out  the  purposes  of  the  interstate  commerce  act,  and  to  make 
investigations  which  shall  be  the  basis  of  the  discharge  of  duties  imposed 
upon  it  by  the  law.  But,  as  we  view  the  case,  the  real  questions  may  V^e  deter- 
mined by  a  consideration  of  certain  provisions  of  the  act  to  regulate  commerce. 
We  may  at  the  beginning  put  aside  any  question  of  authority  derivable  from 
the  resolution  passed  by  the  Senate.  The  resolution  was  passed  by  only  one 
branch  of  the  legislative  body,  and  it  is  not  contended  by  the  government 
or  the  Commission  that  any  authority  is  derivable  from  it." 

The  application  of  the  Commission  invokes  Sections  12  and  20  of  the  Interstate 
Commerce  Act.  The  Court  says  that  Section  12  does  not  apply  in  this  case, 
and,  regarding  Section  20,  says: 

"There  is  nothing  from  the  beginning  to  the  end  of  the  section  to  indicate 
that  Congress  had  in  mind  that  it  was  making  any  provisions  concerning  the 
correspondence  received  or  sent  by  the  railroad  companies.  The  primary 
object  to  be  accomplished  was  to  establish  a  uniform  system  of  accomiting 
and  bookkeeping  and  to  have  an  inspection  thereof.     If  it  intended  to  permit 
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the  Commission  to  authorize  examiners  to  seize  and  examine  all  correspond- 
ence of  every  nature,  Congress  would  have  used  language  adequate  to  that 
purpose.  A  sweeping  provision  of  that  nature,  attended  with  such  conse- 
quences, would  not  be  likely  to  have  been  enacted  without  probable  excep- 
tions as  to  some  lines  of  correspondence  required  to  be  kept  open  and  subject 
to  inspection  upon  demand  of  the  agents  of  the  government." 


532 — Delayed  Payment  Penalty. 

City  of  Owosso  v.  Union  Telephone  Company.  Decision  of  the 
Michigan  Supreme  Court.     April  6,  1915.     151  Northwestern  1029. 

The  defendant  telephone  company  whose  rates  were  fixed  by  franchise,  sent  out 
bills  with  50  cents  per  quarter  added  to  the  regular  rates  to  the  city  and  to  the 
private  customers.  A  statement  was  attached  to  the  bills  explaining  that  the 
50  cents  would  be  deducted  from  the  bill  in  case  of  prompt  payment.  The  fran- 
chise rates  would,  therefore,  apply  except  in  the  case  of  delinquent  subscribers. 
Suit  was  brought  by  the  cit}'  to  restrain  the  company  from  adding  the  new  pro- 
vision to  its  rates.  The  court  finds  that  no  ''primary  injury,  no  threatened, 
irreparable  injury,  and  no  person  of  the  class  who  might  be  affected  l)y  the  pro- 
posed extra  charge,"  was  disclosed  and  the  suit  is  not  sustained.     The  court  says: 


220 — General  Powers  of  Commissions. 

"It  seems  clear,  unless  in  exceptional  cases,  that,  under  said  act  206,  govern- 
mental supervision,  control,  and  regulation  of  telephone  companies  doing  a 
public  business  is  committed  to  the  Michigan  Railroad  Commission,  and  that 
as  a  rule  said  commission  has  authority  to  pass  upon  and  determine  all  questions 
of  rates.  The  broad  power  delegated  by  statute  to  that  commission  impliedly 
abrogates  or  limits  in  a  large  degree  first  instance  resort  to  the  court  by  both 
statutory  and  common-law  remedies  previously  available,  while  the  act  care- 
fully preserves  the  right  of  appeal  to  the  courts  for  final  review. 


138 — Contracts. 

"Complainant  is  a  municipal,  and  defendant  a  public  utility  corporation,  each 
holder  for  its  existence  and  entity  to  a  franchise  granted  by  the  state.     . 

"Their  rights  and  i;)0vvers  are  limited  l:)y  the  laws  under  which  they  are  organ- 
ized. With  the  cjuestion  of  contractural  rights,  raised  by  counsel  for  com- 
plainant, is  involved  the  ciuestion  of  corporate  power  in  the  city  to  enter  into 
a  contract  with  defendant ,  a  public  utility  corporation,  fixing  its  rates  beyond 
state  control.  In  the  absence  of  clear  and  express  delegated  power  from  the 
state,  it  has  been  held  that  contracts  of  the  nature  claimed  here  are  j)ermissive 
only  and  not  such  as  are  contemplated  liy  constitutional  limitations.  L.  & 
N.  R.  R.  Co.  V.  Mottley,  219  U.  S.  467,  31  Sup.  Ct.  265,  55  L.  Ed.  297,  34  L.  R.  A. 
(N.  S.)  671.     .      .      . 

"If  this  ordinance  granted  to  defendant  any  valuable  right  'clearly  outside 
any  rights  which  it  could  claim  under  tlie  authority  of  the  general  law,'  when 
accepted  it  would  l)e  a  contract  binding  on  defendant,  under  the  ruling  in 
Mahan  v.  Mich.  Tel.  Co.  132  Mich.  242,  93  N.  W.  62!)." 

It  is  found  that  at  the  time  the  ordinance  was  passed  the  defendant  iiad  the  right 
to  use  public  streets  without  any  franchise  granting  [permission  (Sec.  6691,  Comp. 
Laws  1897)  and  no  other  rights  were  granted  by  the  franchise  from  the  city. 
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RATES 

THE  UNITED  ELECTRIC  LIGHT  AND  POWER  COMPANY 

720 — Rate  Schedules. 

The  United  Electric  Light  and  Power  Company,  New  Schedule  of 
Rates,  Effective  May  1,  1915. 

The  United  Electric  Light  and  Power  Company  has  filed  new  rate 
schedules  for  the  Borough  of  Manhattan  which  are  practically  the  same 
as  the  New  York  Edison  Company  rates,  effective  May  1,  reported  in 
7  Rate  Research  51.  [This  announcement  is  repeated  to  correct  last 
week's  issue  where  the  name  was  written  Union  instead  of  United  Elec- 
tric Light  and  Power  Company]. 

COMMISSION  DECISIONS 

WISCONSIN 

300— Investment  and  Return. 

City  of  Beloit  v.  Beloit  Water,  Gas  and  Electric  Company.  Sup- 
plementary Opinion  and  Order  of  the  Wisconsin  Railroad  Com- 
mission, Adjusting  Rates.     April  6,  1915. 

The  decision  is  supplementary  to  an  order  of  the  Commission  issued 
July  19,  1911  (7  W.  R.  C.  R.  187)  and  modifies  the  charges  in  the 
water  and  electric  departments. 

310— Valuation. 

The  Commission  reviews  some  of  the  elements  considered  in  making 
the  valuation  of  the  plant  as  a  basis  for  rates. 

314 — Overhead  Charges. 

"The  Beloit  Company  now  contends  that  the  Commission's  allow- 
ance of  12%  for  so-called  overhead,  to  cover  such  items  as  interest 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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during  construction,  engineering,  superintendence,  omissions,  con- 
tingencies, taxes,  insurance,  etc.,  was  too  low,  and  that  in  working 
out  the  water  rates  in  the  instant  application  an  increase  should 
be  allowed  in  this  item. 

"The  proper  allowance  for  this  item  cannot  be  stated  in  general 
since  it  depends  upon  many  variable  conditions.  A  great  deal  has 
been  written  upon  this  subject  in  previous  decisions  of  the  Commis- 
sion, and  it  is  not  believed  necessary  to  introduce  any  extended 
discussion  of  the  matter  at  this  time.  A  review  of  the  testimony 
secured  at  the  time  this  case  was  first  under  advisement,  coupled 
with  the  existing  knowledge  of  the  original  estimates,  lead  us  to 
conclude  that  some  further  consideration  might  be  given  this  over- 
head in  arriving  at  reasonable  conclusions  in  the  questions  before  us. 

"In  view  of  the  fact  that  in  the  past  it  has  been  shown  that  there 
often  occur  discrepancies  between  estimates  of  construction  cost 
and  actual  cost  (which  should,  of  course,  be  analyzed  to  obtain 
their  relevancy  and  bearing  upon  the  determination  of  the  cost) 
and  further  that  there  are  quite  often  expenses  incurred  in  con- 
struction work  which  are  not  represented  in  the  completed  structures 
it  would  seem  unfair  and  unjust  to  the  company  to  place  the  appraisal 
for  rate-making  purpose  at  any  figure  which  is  lower  than  the  amount 
determined  by  such  experience  as  that  described. 

"In  view  of  both  the  general  data  and  local  data  available  and  in 
view  of  further  investigations  as  regards  the  facts  in  this  particular 
case,  and  a  knowledge  of  the  make-up  of  unit  prices,  we  believe 
that  the  addition  of  15%  to  the  sum  of  the  various  items  as  shown 
in  the  appraisal,  represents  in  the  present  instance  a  fair  allowance 
for  the  indirect  or  overhead  cost." 

315.1— Going  Value. 

In  regard  to  the  company's  claim  for  going  value,  the  Commission  says: 

"Computations  upon  the  'deficit'  basis,  which  takes  into  account 
past  losses  and  the  offset  obtained  by  recent  earnings,  indicate 
quite  clearly  that  the  company  has  not  only  not  earned  enough  in 
the  past  to  wipe  out  the  original  cost  to  it  of  developing  its  water 
business,  but  that  even  under  present  conditions  it  would  cost  con- 
siderable sums  to  reproduce  the  water  business  as  it  now  stands. 
It  cannot  be  denied  that  development  costs  of  this  kind  are  actual 
and  necessary. 

"  'They  belong  among  those  classes  of  costs  which,  on  the  ground 
of  equity  as  well  as  because  of  public  policy,  should  ordinarily  receive 
consideration  in  fixing  the  amounts  upon  which,  untler  normal 
conditions,  public  utilities  are  entitled  to  reasonable  returns  for 
interest  and  profits.  To  consider  such  costs  in  determining  the 
cost  valut  of  the  property  of  public  utilities  that  is  actually  used  in 
serving  the  public  is  of  special  importance  in  cases  where  the  returns 
on  such  cost  values  are  not  fixed  at  higher  figures  than  those  which 
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will  barely  bring  the  necessary  capital  and  business  ability  into  this 
field.'  (Superior  Commercial  Club  v.  Superior  W.  Lt.  &  Pr.  Co., 
1912,  11  W.  R.  C.  R.  704,  744). 

"In  this  case  analysis  shows  that  an  amount  not  exceeding  $20,000 
can  be  justifiably  allowed  as  the  cost  of  building  up  the  water  busi- 


ness." 


340 — Rate  of  Return. 

In  the  water  department  a  change  was  made,  at  the  time  of  the  earlier 
order,  from  flat  to  meter  rates.  The  rates  established  were  tentative, 
as  no  data  were  available  for  metered  consumption. 

"Upon  the  completion  of  the  metering  of  all  water  consumers  it 
was  found  that  the  estimated  sales  of  water  were  in  error,  actual 
sales  being  decreased  to  a  considerable  extent;  bills  of  residences  in 
numerous  instances  being  halved  under  the  meter  schedule.  After 
a  year's  trial  of  its  meter  rates  our  attention  has  been  called  to  the 
fact  that  the  water  revenues  are  insufficient  to  meet  those  obliga- 
tions that  an  equitable  policy  requires.  It  is,  therefore,  highly 
important  that  conditions  should  receive  the  keenest  analysis  to  the 
end  that  so  far  as  possible,  adjustments  may  be  made  which  will 
be  equitable  to  all. 

"Where  the  facts  are  as  clear  as  they  are  in  this  instance,  the  Com- 
mission cannot  hesitate  to  take  steps  which,  wherever  they  may 
lead,  are  not  on  the  constructive  side.  When  it  is  shown  that  earn- 
ings have  decreased  to  a  considerable  extent  through  our  estimates 
(accurate  data  being  unavailable  as  explained)  we  cannot  con- 
sistently withhold  an  increase  and  thus  avoid  further  hampering 
of  the  utility  in  its  problem  of  meeting  conditions  produced  by  an 
unforeseen  chain  of  circumstances.   .    .    . 

"We  do  not  need  to  emphasize  the  fact  that  the  corporations  or 
individuals  who  exercise  public  service  functions  are  neither  benevo- 
lent nor  philanthropic  institutions.  They  are  primarily  established 
through  a  desire  for  gain,  and  only  so  long  as  it  is  profitable  for  them 
to  do  so,  will  they  continue  to  perform  the  service  under  ordinary 
conditions.  Where  earnings  decrease  a  utility's  service  invariably 
deteriorates,  gradually  but  inevitably,  nevertheless,  culminating 
in  more  or  less  complete  extinction.  Sometimes  the  lapse  is  more 
sudden.  Irrespective  of  the  form  it  comes  in,  if  the  returns  are 
insufficient,  failure  to  give  the  service  must  result.  The  following 
excerpt  outlines  the  Commission's  duty  in  a  case  of  this  kind. 

"  'The  first  and  chief  duty  of  a  controlling  body  like  this  Commis- 
sion is  to  protect  the  community  and  the  individuals  who  compose 
it  from  encroachments  upon  the  rights  or  property,  through  excessive 
charges  or  inadequate  service,  on  the  part  of  the  public  utility. 
That  being  true,  it  naturally  follows  that  in  the  exercise  of  its  powers, 
the  Commission  must  have  a  care  not  to  impair  the  ability  of  the 
utility  to  mamtam  at  a  just  standard  the  character  of  the  services 
and  meet  the  steadily  growing  demands  of  the  community  for  more 
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and  better  services  as  times  passes.  In  other  words,  it  devolves 
upon  the  Commission  to  regard  the  demand  for  a  reasonable  return 
upon  actual  investment  and  for  services  rendered  on  the  part  of  the 
utility,  as  fundamental  in  establishing  and  maintaining  adequate 
service  for  the  community — on  the  assumption,  always,  that  ordin- 
ary intelligence  and  honesty  have  been  shown  in  establishmg  the 
utility.  More  than  the  welfare  of  any  given  utility  or  community 
under  consideration  is  involved  in  this.  If  the  principle  were  unwisely 
disregarded  in  any  one  case,  it  would  be  an  effectual  bar  to  the 
securing  of  funds  to  develop  new  utilities  or  improve  existing  ones 
throughout  the  entire  state. 

"  'It  is  not  alone  a  condition  of  continuous  and  improving  service 
that  a  pubhc  utility  shall  receive  a  reasonable  compensation  for 
services  rendered,  it  is  a  sound  economic  principle,  and  one  which 
the  courts  of  last  resort  of  nearly  all  the  states,  as  well  as  the  United 
States  Supreme  Court,  have  repeatedly  affirmed.  If  the  principle 
were  disregarded  by  any  controlling  body  such  as  the  legislature 
or  a  city,  or  this  Commission,  an  appeal  to  the  courts  would  bring 
reUef  to  the  utility  thus  unjustly  dealt  with.  If,  therefore,  there 
were  no  higher  motive  to  guide  the  Commission  in  determining 
this  question  of  reasonable  compensation  to  utilities,  the  desire  to 
have  its  orders  effective  through  judicial  affirming  would  be  suffi- 
ciently impelling. 

"  'It  should  be  clear  to  every  one,  then,  that  this  Commission  in 
p^issing  upon  any  utility  case,  whether  it  be  a  petition  of  the  utility 
for  permission  to  increase  its  charges,  or  the  complaint  of  a  private 
consumer  or  of  a  community  that  rates  are  too  high  or  the  service 
inadequate,  must  give  a  large  share  of  attention  to  the  question 
of  the  abilitv  of  the  utility  to  maintain  its  service.'  In  re  Appl. 
Darlington  El.  Lt.  &  W.  P.  Co.,  13  W.  R.  C.  R.  1913,  344-34G." 

The  conclusion  again  emphasizes  the  justice  of  allowing  a  fair  return 
to  utility  companies,  as  follows: 

"The  importance  of  adequate  service  and  reasonable  rates  in  the 
public  utility  field  can  hardly  be  questioned.  Too  low  rates  mean 
in  the  end  poor  service  and  a  poorly  kept  up  plant.  Unfair  condi- 
tions and  terms  imposed  upon  the  utility  are  in  the  long  run  apt 
to  result  in  much  harm  to  the  public.  Public  utilities  are  entitled 
to  reasonable  rates  for  adequate  service  and  a  reasonable  rate  under 
normal  conditions  is  usually  a  rate  that  will  yield  fair  returns  on 
the  investment.  When  their  rates  are  lower  than  this,  then  they 
may  be  raised. 

"When  advances  in  costs  or  decreases  in  rates  are  due  to  causes 
over  which  the  management  has  no  control  and  when  they  result 
in  lower  than  reasonable  returns  to  those  who  are  responsible  for 
the  business,  then  injustice  is  done.  If  this  condition  is  not  remedied 
the  public  will,  in  fact,  in  the  end,  fail  to  obtain  the  service  it  needs 
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and  upon  which  it  depends.  A  situation  like  this  is  neither  fair 
nor  in  line  with  public  policy.  If  necessary,  more  earnings  should 
be  provided  through  higher  rates  in  order  to  remedy  such  a  situation. 
In  fact,  it  is  as  much  in  line  with  public  interest  to  raise  rates  that 
yield  less  than  reasonable  returns  as  to  lower  rates  that  yield  more. 
At  any  rate,  this  is  the  case,  except,  perhaps,  under  peculiarly  ab- 
normal conditions." 

411.2— Demand  Charge. 

The  Commission's  order  establishes  a  service  charge  in  the  rates  for 

the  water  utility. 

"Looked  at  in  one  light,  in  view  of  the  fact  that  without  any  effort 
on  his  part  other  than  by  simply  turning  a  tap  or  pulling  a  handle, 
an  unlimited  amount  of  water  will  be  available  for  the  consumer's 
use,  the  consumer  should  be  willing  to  pay  a  service  or  readiness  to 
serve  charge,  commensurate  with  the  service  performed,  similar  to  gas 
and  electric  service.  Of  course,  if  he  uses  very  little  water,  this  service 
charge  will  appear  large  per  unit  of  consumption  actually  used.  If, 
however,  a  greater  amount  is  used,  the  unit  cost  decreases 

"There  still  appears  to  be  much  misunderstanding  among  consumers 
regarding  the  service  charge  which  is  incorporated  in  the  rate 
schedule.  To  make  clear  just  what  connection  this  charge  has  with 
the  costs  of  service,  a  short  explanation  of  the  analysis  made  of  the 
expenses  of  a  utility  in  working  out  equitable  rates,  it  is  believed, 
will  not  be  amiss. 

"Examining  the  expense  items  incurred  by  a  water  utility  in  conduct- 
ing its  business,  it  is  at  once  apparent  that  they  differ  very  much  in 
character.  Steam  generation  expenses  differ  very  much  from  interest 
on  the  investment,  etc.  Careful  scrutiny  will  reveal  that  there  are 
certain  expenses  which  are  fixed  and  which  do  not  change  to  any 
extent  with  increase  or  decrease  in  the  amount  of  water  pumped, 
but  are  influenced  by  the  capacity  of  the  plant  or  the  demands  upon 
it.  Further,  it  logically  follows  that  there  are  other  expenses  which 
are  directly  dependent  upon  the  output  of  the  plant,  varymg  directly 
with  the  output.  These  classes  of  expenses  have  been  variously 
designated,  but  the  Commission  has  frequently  used  the  terms 
'capacity'  and  'output'  to  distinguish  them.  Output  expenses,  or 
direct  expenses,  both  material  and  labor,  are  those  that  enter  into 
the  product  itself  (water  in  this  case)  and  can  be  charged  accurately 
to  a  particular  article,  or  to  a  particular  operation.  Capacity  or 
indirect  expenses,  are  those  that  cannot  be  so  charged,  but  must  be 
distributed  over  that  part  of  the  production  indirectly  affected  by 
such  expenses. 

"It  must  be  clear  that  there  are  expenses  which  are  occasioned  by 
every  consumer;  capacity  or  demand  charges  on  the  property  used 
and  the  cost  of  running,  whether  for  pumping,  distribution,  manage- 
ment, etc.  In  other  words,  as  every  consumer  is  responsible  for  a 
certain  demand  upon  the  plant,  it  cannot  be  denied  that  the  capacity 
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or  indirect  expenses  should  be  charged  to  the  consumer  upon  the 
basis  of  his  demand.  The  consumer  exercises  complete  control  of 
the  service.  Even  if  for  considerable  periods  his  demand  is  nothing 
if  he  is  still  connected  to  the  mains  of  the  company,  the  fact  that 
the  latter  must  be  ready  at  all  times  to  supply  the  service  to  the 
consumer  up  to  his  maximum  capacity,  would  necessarily  imply 
it  seems,  that  of  the  capacity  expenses  he  should  be  assessed  an 
amount  in  proportion  to  his  maximum  demand  upon  the  plant. 

"It  is  clear  that  service  must  be  rendered  simultaneously  with  the 
demand  for  that  service. 

"Every  consumer,  in  addition  to  the  fact  that  he  is  subject  to  demand 
service  in  varying  quantities  up  to  his  maximum  demand,  should 
pay  for  every  cubic  foot  of  water  he  consumes  in  addition  to  the 
demand  or  consumer  charge.  In  other  words,  these  expenses, 
which  as  stated  are  the  cost  of  running  or  the  constant  operation 
of  the  plant,  whether  for  pumping,  selling,  management,  etc.,  must 
be  considered  separately  from  the  demand  or  capacity  expenses. 

"While  there  may  not  be  the  variation  in  the  demand  on  a  water 
works  that  is  found  in  the  case  of  gas  or  electric  plants,  there  are 
nevertheless  seasonal  variations  in  water  pumped.  In  order  to  meet 
the  annual  peak,  it  is  necessary  to  provide  equipment,  hence  it  is 
evident  that  the  demand  is  not  negligible  in  any  case.  Moreover, 
the  fact  that  a  reservoir  or  stand  pipe  is  immediately  required, 
necessitates  the  assignment  of  investment  and  expenses  of  such 
units  to  demand.  The  demand  is  a  large  factor  when  we  come  to 
consider  the  distribution  system,  the  size  of  the  mains  being  deter- 
mined by  the  peak  demand." 

411 — Apportionment  of  Expense. 

"The  company  desires  to  make  no  changes  in  the  rates  for  fire  pro- 
tection service.  The  loss  upon  this  service,  however,  cannot  be 
transferred  to  the  general  service  but  must  be  shouldered  by  the 
utility.  Theoretically,  both  fire  service  and  general  service  should 
pay  their  just  share  on  the  basis  of  the  costs  which  have  been  appor- 
tioned between  these  services. 

"The  New  Jersey  Board  of  Public  Utilities  Commissioners  in  a  recent 
decision  commented  upon  the  relinquishment  by  a  utility  of  a  part 
of  the  return  due  it  from  a  municipality  as  follows: 

"  'It  must  be  borne  in  mind  that  a  public  utility  moved  by  other 
and  counterbalancing  considerations  may  in  a  given  case  volun- 
tarily offer  a  rate  to  a  municipality,  lower  than  the  just  and  reason- 
able rate  which  under  statute  this  board  may  fix.' 

"  'The  Board  may  only  take  into  consideration  the  justice  and  reason- 
ableness of  the  rate.  The  company  may  take  into  account  other 
considerations   including   those   of   innnediate   expediency.   .    .    . 

Sigmond  Unger  v.  Acquackanok  Water  Co.,  December  7,   1914." 
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600 — Rate  Differentials. 

"There  has  been  some  comment  upon  the  utiUty  suppl>'ing  the 
large  consumers  at  a  lower  rate.  It  is  not  generally  realized  that 
those  large  consumers  pay  for  water  used  upon  the  same  basis  that 
any  smaller  consumer  would  be  billed.  Each  large  consumer  under 
the  schedule  superseded,  in  addition  to  the  service  charge,  paid  for 
the  first  6,670  cu.  ft.  at  74  cents  per  100  cu.  ft.,  the  succeeding  incre- 
ment at  the  next  step  in  the  rate  schedule  and  so  on  until  only  after 
they  had  paid  for  16,700  cu.  ft.  did  they  receive  the  low  excess  rate. 
Any  other  consumer  who  will  consume  as  equally  large  an  amount 
as  the  few  large  consumers  will  be  billed  exactly  the  same. 
"It  can  be  sho^vn  that  the  loss  of  a  large  consumer  will  not  reduce 
the  rates  to  the  other  consumers,  but  will,  on  the  other  hand,  increase 
them.   .    .    . 

"This  has  been  proven  time  and  again  with  electric  plants,  and  the 
same  facts  hold  true  of  water  or  gas  plants.  Furthermore  the  invest- 
ment cost  of  taking  on  a  large  consumer,  when  considered  from  the 
additional  business  standpoint,  would  be  less  than  the  unit  cost  of 
a  plant  large  enough  to  supply  the  consumer  alone,  but  where  each 
class  is  assessed  with  its  proportionate  share  of  the  investment. 
"The  conclusion  is  reached  that  although  a  considerable  amount  of 
water  is  sold  at  comparatively  low  rates,  this  amount  sold  yields 
enough  more  than  the  actual  added  cost  of  furnishing  the  service 
to  enable  the  utility  to  furnish  water  to  general  users  at  prices  lower 

.  than  would  be  possible  if  the  large  consumers  were  not  supplied.  The 
nature  of  the  waterworks  business  is  such  that  a  few  very  large 
consumers,  supplied  at  what  may  appear  to  be  very  low  rates,  some- 
times enable  general  users  to  secure  rates  much  more  advantageous 
than  would  otherwise  be  possible." 

610— Character  of  Service. 

In  making  an  analysis  to  determine  what  adjustments,  if  any,  should 

be  made  in  the  electric  rates  the  Commission  says  that : 

"While  the  results  obtained  indicate  than  some  reduction  might 
be  made  in  the  rates  for  general  lighting  service,  it  appears  to  us 
that  adjustments  of  the  power  rate,  which  will  help  build  up  a  large 
day  load  and  hence  improve  the  load  factor,  will  soon  result  in 
further  lowering  costs  of  incandescent  lighting  service. 
"We  do  not  feel  like  lowering  the  commercial  incandescent  lighting 
rates  to  any  great  extent  due  to  the  fact  as  pointed  out  earlier  in 
this  decision,  that  the  utility  as  a  whole  is  not  earning  an  abnormal 
return." 

621.1— Load  Factor. 

"A  study  of  the  cost  curve  shows  that  the  costs  drop  rapidly  as  the 
load  factor  improves.  At  about  42%  load  factor,  or  10  hours  use 
per  day,  the  fixed  charges  are  9  mills,  at  20%  load  factor  they  have 
doubled  and  at  12.5%  load  factor  they  have  increased  over  three 
times,  etc.  Cost  of  production  is  dependent  upon  the  load  factor, 
hence  to  reduce  this  cost,  the  load  factor  must  be  increased. 
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''The  load  factor  for  the  entire  plant  (arc,  incandescent  and  power) 
for  the  year  ended  June  30,  1914,  was  27.9%,  indicating  a  use  of 
about  6 1  hours  per  day.  It  must  be  obvious  that  if  equipment 
which  is  used  on  an  average  less  than  7  hours  a  day  could  be  used 
10  to  12  hours  on  an  average,  the  fixed  costs  per  unit  of  product 
would  be  materially  decreased,  and  hence  the  rates  lowered,  through 
such  operation.  The  present  incandescent  lighting  primary  rate 
is  12  cents  net  for  the  first  30  hours  use  per  month  of  active  load. 
While  the  cost  curve  indicates  a  lower  cost  than  this  for  the  first 
thirty  hours  use  per  month,  and  costs  similar  to  the  present  rate 
for  additional  hours'  use  per  month,  the  difference  is  not  large 
enough  in  view  of  the  present  operating  conditions  of  the  company 
and  in  view  of  certain  other  adjustments  noted  later,  to  warrant  a 
material  reduction." 

580 — Terms  and  Conditions. 

"There  is  one  feature  of  the  lighting  rates,  which  in  view  of  the  numer- 
ous complaints  that  have  been  received  regarding  it,  it  is  believed 
should  be  modified,  and  which  will  result  in  reducing  monthly  bills 
of  many  consumers.     In  the  original  order  it  is  stated: 

"  'Active  connected  load  shall  in  every  case  be  a  fixed  percentage 
of  connected  load,  consisting  of  lamps,  appliances,  etc.,  installed 
upon  consumers'  premises.' 

"Appliances  are  used  almost  wholly  off  peak  and  it  is  believed  should 
be  given  the  benefit  of  as  low  a  rate  as  possible.  For  this  reason 
at  least  the  first  1,000  watts  of  appliance  load  of  each  consumer 
should  be  excluded  in  determining  the  active  load." 

720— Rate  Schedules. 

The  lighting  rates  fixed  in  the  former  order  are  left  unchanged,  except 
for  the  change  in  determination  of  active  load  noted  above.  The 
following  rates  are  ordered  for  commercial  power  service: 

COMMERCIAL  POWER. 
Rates. 

Service  Charge. 

25  cents  net  per  active  horse  power  per  month. 

Output  Charge. 

4  cents  net  or  5  cents  gross  per  kilowatt-hour  for  the  first  1,000  Icilowatt-hours 
per  month. 

3  cents  net  or  4  cents  gross  per  kilowatt-hour  for  the  nc\\  1,000  kilowatt-hours 
per  month. 

25  cents  net  or  3|  cents  gross  per  kilowatt-hour  foi-  the  next  1,000  kilowatt- 
hours  i)er  month. 

2  cents  net  or  3  cents  gross  per  kilowatt-hoiu'  for  the  next  17,000  kilowatt- 
hours  per  month. 

Ij  cents  net  or  2j  cents  gross  per  kilowatt-hour  for  th(>  next  20,000  kilowatt- 
hour,s  i)er  month. 

1|  cents  net  or  2^  cents  gross  i)er  kilowatt-hour  for  all  in  excess  of  40,000 
kilowatt-hours  per  month. 


Rate     Research  107 


Determination  of  Connected  Load. 

Active  connected  horse  power  load  shall  be  determined  as  follows: 

Where  installations  are  under  10  horse  power  and  only  one  motor  is  used,  90% 
active;  under  10  horse  power  and  more  than  one  motor  is  used,  80%  active. 

Where  installations  are  10  horse  power  or  over  and  less  than  20  horse  power, 
irrespective  of  number  of  motors,  70%  active. 

Where  installations  are  20  horse  power  or  over  and  less  than  50  horse  power, 
irrespective  of  number  of  motors,  yearly  contract  basis,  60%  active.  (Less 
than  yearly  contract  basis,  70%  active.) 

Where  installations  are  50  horse  power,  or  over  and  less  than  100  horse  power, 
irrespective  of  number  of  motors,  yearly  contract  basis,  55%  active.  (Less 
than  yearly  contract  basis,  70%  active.) 

Where  installations  are  over  100  horse  power,  irrespective  of  number  of  motors, 
yearly  contract  basis,  5C%.     (Less  than  yearly  contract  basis,  70%  active.) 

Prompt  Payment  Discount. 

Company  shall  bill  all  power  consumers  at  the  gross  rate  and  the  difference 
betweenthe  gross  and  net  rates  shall  constitute  a  discount  for  prompt  payment. 

Minimum  Charge. 

Minimum  power  bill  shall  be  $1.25  net  per  month. 

Terms  and  Conditions. 

For  the  recoimection  of  a  meter  for  the  same  consimier  upon  the  same  premises 
within  one  vear  of  discormection,  a  charge  of  -$1.00  is  deemed  rea.sonable. 


MASSACHUSETTS 

820— State  Regulation  of  Municipal  Utilities. 

Application  of  the  Town  of  Rowley  for  Authority  to  Establish  a  Price 
for  Electricity  Alleged  to  be  Less  than  Cost.  Decision  of  the  Massa- 
chusetts Board  of  Gas  and  Electric  Light  Commissioners,  Grant- 
ing the  Petition.     April  21,  1915. 

The  town  asks  for  authority  to  reduce  the  rate  for  electricity  from  15 
cents  to  12|  cents  per  kilowatt  hour.  The  town  purchases  electric 
energy  from  the  Ipswich  Municipal  Plant  at  G  cents  per  kilowatt 
hour,  with  the  possibilities  of  securing  a  lower  rate  for  increased  consump- 
tion. The  manager  of  the  Rowley  plant  believes  such  increase  in 
consumption  would  be  stimulated  by  a  lower  price.  The  price  pro- 
posed is  admittedly  less  than  cost. 

"The  authority  to  establish  the  price  at  which  electricity  shall  be 
sold  by  nmnicipal  plants  to  private  customers  rests  with  the  manager 
of  the  plant  actmg  under  the  direction  and  control  of  the  municipal 
light  board,  subject,  however,  to  the  following  provision  in  the  sec- 
tion under  which  this  application  is  brought: 

"  'The  price  shall  not.  except  with  the  written  consent  of  the  board 
of  gas  and  electric  light  commissioners,  be  fixed  at  less  than  cost. 
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in  which  shall  be  included  all  operating  expenses,  mterest  on  the 
mvestment  in  the  plant,  .  .  .  the  recjuirements  of  the  serial  debt 
of  the  sinking  fund  established  to  meet  such  bonds,  and  also  depre- 
ciation of  the  plant  to  be  reckoned  at  not  less  than  three  per  cent 
per  annum  of  its  cost,  and  losses;  .  .  .  Such  price  shall  not  be 
greater  than  shall  allow,  above  such  cost,  a  profit  of  eight  per  cent, 
per  annum  to  the  city  or  town  upon  its  investment.  The  gas  and 
electricity  used  by  the  city  or  town  shall  be  charged  to  it  at  cost.' 

"The  evident  purpose  of  this  provision  is  to  guard  the  taxpayers, 
on  the  one  hand,  from  being  taxed  for  the  benefit  of  the  consumers 
of  electricity,  and  the  consumers,  on  the  other  hand,  from  being 
charged  too  high  rates  for  the  benefit  of  the  taxpayers.  In  apply- 
ing the  statutory  requirements  the  Legislature  apparently  intended 
by  the  term  'cost'  the  average  cost  computed  upon  the  total  units 
or  kilowatt  hours  delivered  for  all  uses,  not  only  to'private  customers, 
but  to  municipal  buildings  and  to  the  street  lamps.  As  the  Board 
has  had  occasion  to  point  out  before,  the  method  of  determining 
'cost'  prescribed  is  somewhat  arbitrary  and  artificial,  and  gives 
little  consideration  to  the  assumption  of  such  risks  as  may  be  rea- 
sonably necessary  to  develop  the  business.  It  is  obvious  that  an 
increase  in  output  which  involves  no  corresponding  increase  in 
investment  may  result  in  a  lower  average  unit  cost,  and  that  such 
increase  may  be  closely  related  to  the  price  at  which  the  electricity 
is  offered.  Such  considerations  were  doubtless  recognized  by  the 
Legislature  when  it  permitted  the  rule  to  be  relaxed  with  the  con- 
sent of  this  Board.  In  administering  this  provision  of  the  law, 
while  the  Board  is  convinced  that  it  would  be  unsound  and  unwise 
for  the  town  to  adopt  a  policy  of  selling  electricity  permanently  at 
a  loss,  yet  it  is  not  disposed  to  withhold  its  consent  from  the  taking 
by  the  management  of  what  seems  no  more  than  a  reasonable  busi- 
ness risk.  The  new  price  must  of  course  be  regarded  as  experimental 
to  be  abandoned  later  if  a  reasonable  experience  under  it  dem- 
onstrates that  electricity  will  thereby  be  sold  at  a  loss." 

616 — Oflacial  or  Government  Rates. 

"A  question  apparently  has  arisen  over  the  payment  for  electricity 
supplied  by  the  plant  to  the  municipal  buildings.  The  town  owns 
both  the  plant  and  the  buildings,  and  the  delivery  of  electricity  by 
the  plant  to  the  buildings  is  not  a  'sale'  for  which  the  statute  requires 
a  price  to  be  fixed.  It  is  only  for  electricity  furnished  to  the  inhabi- 
tants that  the  price  must  be  fixed.  But  the  importance  of  a  definite 
charge  for  the  service  rendered  by  the  plant  to  the  different  depart- 
ments having  the  custody  of  the  buildings  is  obvious  not  only  for 
convenience  in  accounting,  but  as  an  aid  to  the  proper  administra- 
tion of  the  town's  affairs.  It  must  be  equally  obvious  that,  unless 
the  cost  of  the  electricity  used  in  the  buildings  is  provided  in  the 
appropriations  for  their  maintenance,  it  nmst  be  taken  care  of  in 
the  appropriation  for  tiie  lighting  plant."    .    .    . 
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MISSOURI 

112.5^0rdinance  Rates. 

JoPLiN  Water  Works  Company,  Investigation  of  Rates,  Regulations 

and  Practices  of  the  Company.     Decision  of  the  Missouri  Public 

Service  Commission,  April  2,  1915. 

The  city  contends  that  an  ordinance  held  by  the  company  is   a   valid 

contract  which  is  not  subject  to  change  by  the  Commission  in  its 

investigation  to  determine  the  reasonableness  of  proposed  changes  in 

water  rates.     The  Commission  finds  that  the  ordmance  in  question 

was  not  submitted  to  the  voters  as  required  by  the  statutes. 

"The  city  cannot  invoke  against  the  powers  of  this  Commission  to 
regulate  rates,  authority  clahned  by  it  under  the  said  statutes  to 
make  a  contract  fixing  rates  when  the  ordinance  which  it  claims 
to  be  inviolable  as  a  contract  was  not  enacted  in  the  manner  pre- 
scribed by  the  statutes. 

"We  hold  the  Commission  has  authority  under  the  provisions  of  the 
Public  Service  Commission  Law  to  permit  the  proposed  schedules 
of  rates  and  regulations  to  become  effective  if  it  shall  appear  from 
the  evidence  that  such  proposed  schedules  of  rates  and  regulations 
are  reasonable  and  just,  and  that  the  Commission  has  authority  to 
suspend  said  proposed  schedules  of  rates  and  regulations  if  it  shall 
appear  from  the  evidence  that  the  same  are  not  just  and  reasonable. 
When  the  proposed  changes  are  to  increase  rates,  the  burden  to 
establish  the  reasonableness  thereof  rests  upon  the  utilitv  pro- 
posing the  same."  (Sections  68,  69,  70  and  82,  P.  S.  C.  L.) 
540 — Miniraum  Charge. 

The  company  desired  to  put  in  effect  a  minimum  charge.  The  pro- 
posed minimum  charge  provision  would  result  in  an  increase  in  charges 
in  a  number  of  instances,  and  the  company  offered  an  amendment, 
reading,  "except  that  the  mininmm  charge  by  meter  shall  not  exceed 
the  flat  rate  charge." 

"This  declaration  of  intention,  while  showing  the  good  faith  of  the 
company,  is,  in  itself,  evidence  of  the  unreasonableness  of  the  rule 
as  filed,  and  if  so  amended  would  constitute  unjust  discrimination 
between  metered  consumers  by  making  different  minimum  charges 
to  consumers  served  at  the  same  time  under  like  conditions  and 
circumstances.     (Section  68,  P.  S.  C.  L.) 

"We  have  heretofore  decided  that  a  minimum  charge  in  connection 
with  reasonable  meter  rates  is  reasonable  to  properly  distribute 
the  burden  of  total  cost  of  individual  service  between  consumers, 
whv^re  the  amount  constituting  a  reasonable  minimum  charge  was 
determinable  from  the  evidence.  (Brown  v.  Lawrence  Countv  Water 
Co.,  1  Mo.  P.  S.  C.  363;  Calvert  v.  Clinton  L.  &  W.  Co.,' 1  Mo., 
P.  S.  C.  191;  Meek  v.  Consumers'  L.  &  P.  Co.,  2  Mo.  P.  S.  C.  122; 
City  of  Mexico  v.  Mexico  Power  Co.,  2  Mo.  P.  S.  C.  177.) 

"The  question  of  the  reasonableness  of  a  minimum  charge  is  directly 
connected  with  the  question  of  reasonableness  of  meter  rates  and  their 
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equitable  adjustment.  In  this  case  there  is  no  evidence  beyond 
compliance  with  the  terms  of  ordinance  No.  2184  that  the  meter 
rates  are  reasonable,  except  testimony  of  defendant's  manager 
that  some  of  the  large  quantity  rates  result  in  service  beloiv  cost. 
If  any  large  consumers  are  served  below  cost  it  would  appear 
unreasonable  to  further  burden  small  consumers. 
"The  evidence  as  to  a  reasonable  amount  for  a  minimum  charge 
or  for  a  schedule  of  minimum  charges  is  very  vague  and  meagre, 
being  in  fact  insufficient  to  enable  us  to  arrive  at  even  an  approx- 
imate figure.  Further,  the  reasonableness  of  a  minimum  charge 
is  indissolubly  bound  up  with  the  cost  of  meter  and  service,  the  cost 
of  serving  a  consumer  who  in  some  months  receives  no  water,  and 
the  average  consumption  of  minimum  consumers,  and  these  matters 
are  not  disclosed  in  the  record." 

580 — Terms  and  Conditions. 

The  company  also  proposed  a  rule  giving  the  company  the  option  of 
setting  a  meter  and  changing  a  flat-rate  consumer  to  metered  service. 
The  purpose  of  the  rule  was  to  prevent  unnecessary  waste. 

"There  is  a  grave  question  as  to  whether  consumers  owning  meters 
are  not  unjustly  discriminated  against  in  being  required  to  pay  at 
the  same  rates  for  equal  quantities  of  water  as  consumers  having 
meter  furnished  by  the  company,  even  when  the  choice  between 
flat  and  meter  rates  is  with  the  consumer;  much  more  would  it 
appear  unjustly  discriminatory  if  the  company  could  arbitrarily 
place  one  or  more  consumers  in  the  same  class  on  metered  service 
and  at  the  same  time  refuse  flat  rate  service  to  those  consumers 
owning  meters,  in  one  case  furnishing  meters  and  in  the  other  by  force 
of  circumstances  compelling  others  to  furnish  their  own  meters. 

"While  there  is  some  evidence  as  to  the  equity  of  placing  all  con- 
sumers in  the  same  class  on  metered  service,  yet  so  long  as  defendant 
company  offers  service  to  consumers  of  the  same  class  under  schedules 
of  flat  rates  and  metered  service,  particularly  as  there  is  so  large  a 
proportion  of  the  total  number  of  consumers  on  flat  rates,  it  appears 
that  either  schedule  of  rates  should  be  open  to  all  consumers  in  the 
same  class  alike  and  upon  their  own  option,  of  course  under  reason- 
able rules  and  regulations  applying  to  each  form  of  schedule." 

The  Commission  finds  that  the  reasonableness  of  this  rule  is  not 
supported  by  the  evidence. 

MISSOURI 

580 — Terms  and  Conditions. 

City  of  Joplin  v.  The  Joplin  Water  Works  Company,  AUeguig 
That  Certain  Rules  and  Regulations  Are  Unreasonable.  Decision  of 
the  Missouri  Public  Service  Commission.     April  5,  1915. 

The  complainant  (juestions  the  reasonableness  of  the  company's  rule 
authorizing  a  charge  of  one  dollar  to  be  paid  for  reeonnection  of 
service  after  service  has  been  cut  off  for  non-payment. 
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"A  similar  rule  to  which  objection  is  here  made  was  allowed  by  the 
Commission  in  the  case  of  Cole  v.  Ft.  Scott  &  Nevada  Light,  etc.  Co. 
1  Mo.  P.  S.  C.  175.  There  was  no  evidence  offered  in  this  case  to 
justify  a  departure  from  the  holding  in  the  Cole  case,  supra,  and  we 
conclude  that  the  rule  of  defendant  which  permits  a  charge  of  one 
dollar  for  restoring  service  when  it  has  been  discontinued  for 
non-payment,  therefore,  is  not  unreasonable.  It  was  held  in  the 
Cole  case  that  twenty-four  hours'  notice  in  writing  should  be 
given  before  discontinuing  service  for  non-payment.  The  Com- 
mission has  now  under  consideration  the  adoption  of  a  general 
order  requiring  forty-eight  hours'  notice  in  writing  to  be  given 
a  consumer  before  discontinuing  service  for  failure  to  pay  for 
the  service,  and  defendant  will  be  permitted  to  make  such  an 
amendment  to  its  rule." 


WISCONSIN 

226.2 — Extension  of  Service. 

Wisconsin-Minnesota  Light  and  Power  Company,  Refusal  to  Extend 
Electric  Service.  Decision  of  the  Wisconsin  Railroad  Commission, 
Ordering  an  Extension  Provided  the  Reasonable  Revenue  is  Guaranteed 
by  Consumers.     April  3,  1915. 

The  company  based  its  estimate  of  the  cost  of  making  the  extension 
upon  the  cost  of  using  the  grade  of  wires  and  poles  recommended  by 
certain  operating  companies  and  electrical  associations.  The  Com- 
mission says  such  construction  apparently  represents  the  best  practice. 

"However,  a  less  expensive  type  of  construction  is  in  use  on  this 
company's  system  as  well  as  on  other  systems  throughout  the 
state,  and  under  such  circumstances  it  seems  mifair  to  compute  the 
cost  of  extending  the  service  on  the  basis  of  the  more  expensive 
construction." 

The  Commission  estimated  the  cost  of  the  extension  to  be  $114.47, 
and  estimated  the  normal  yearly  revenue  at  $48.48. 

"In  order  to  determine  whether  this  prospective  revenue  is  suffi- 
cient to  justify  the  necessary  investment,  two  methods  have  been 
followed.  Data  from  the  company's  annual  report  to  the  commission 
for  1914  were  applied  to  a  formula  developed  in  the  Electrical 
World  for  February,  1914.  (Volume  63,  Number  6,  Page  322.) 
On  this  basis  it  appeared  that  an  investment  of  $123.19  for  extend- 
ing service  to  the  Barker  and  Tibbetts  residences  would  be  warranted. 

"A  further  calculation  was  made  as  follows:  It  was  assumed,  on 
the  basis  of  average  conditions,  that  the  operating  expenses  of  a 
plant  similar  to  that  at  Chippewa  Falls  would  not  exceed  70  per 
cent  of  the  gross  revenue,  and  that  the  distribution  system  con- 
stitutes approximately  45   per  cent   of  the  total  property  value. 
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Therefore,  the  capitaUzation  of  30  per  cent  of  the  estimated  gross 
revenue  should  represent  the  total  investment  warranted  by  such 
revenue,  and  45  per  cent  of  this  capitalized  value  would  represent 
the  investment  apportionable  to  the  distribution  system.  Applying 
the  estimated  revenue  in  the  present  case,  the  following  results  are 
obtamed : 

Estimated  gross  revenue $  48 .  48 

30%  of  gross  revenue 14 .  544 

30%  of  gross  revenue  capitalized  at  5% 290. 00 

45%  of  $290.00 131 .  00 

"The  rate  of  5  per  cent  was  used  inasmuch  as  a  company  ordinarily 
spends  some  effort  in  the  promotion  of  business  and  will  usually 
accept  additional  business  at  a  very  moderate  immediate  return. 
It  will  be  noted  that  by  either  calculation  the  normal  expected  revenue 
is  sufficient  to  justify  the  extension  prayed  for  without  burdening 
the  consumers  with  any  part  of  the  cost  of  construction.  The 
consumers,  however,  should  be  willing  to  guarantee  an  amount  of 
revenue  sufficient  to  justify  the  extension  on  the  basis  of  the  cal- 
culation, which  according  to  the  second  method  used,  would  be 
S47.09  per  year.  This  guarantee  should  be  effective  until  such 
time  as  other  consumers  are  given  service  by  means  of  the  extension 
in  question.' 


!) 


COURT   DECISION  REFERENCES 

900— General. 

Hanlon  v.  Eshlemann  et  al.  Decision  of  the  Supreme  Court  of 
California.     February  8,  1915,  146  Pacific  656. 

The  petitioner  asks  that  the  Railroad  Commission  be  compelled  to  pass  upon  an 
application  for  the  authorization  of  the  transfer  of  a  water  works  property.  The 
petitioner  entered  into  a  contract  with  the  owner  for  the  transfer  of  the  property, 
subject  to  the  approval  of  the  Commission.  Before  passing;  upon  such  transfer, 
the  Commission,  in  another  proceeding,  authorized  the  owner  to  transfer  a  part 
of  the  property  to  the  city  of  Los  Angeles,  and  the  owTier  does  not  desire  to  con- 
summate the  contract  with  the  petitioner. 

The  court  says: 

"The  owner  may  not  transfer  such  properties  unless  authorized  by  the  (Com- 
mission. All  that  the  Commission  is  concerned  with,  therefore,  is  whether 
a  proposed  transfer  will  be  injurious  to  the  rights  of  the  pul)lic.  If  not,  the 
owner  may  be  authorized  to  make  the  transfer.  With  the  rights  of  an  intend- 
ing i)iu'chaser,  the  Commission  has  nothing  to  do.  Nor  has  it  power  to  deter- 
mine whether  a  valid  contract  of  sale  exists,  or  whether  either  party 
has  a  legal  claim  against  the  other,  uiuler  such  contract.  These  are  cjuestions 
for  the  coiu'ts,  and  not  for  the  railroad  commission,  which  is  merely  authorized 
to  prevent  an  owner  of  a  public  utility  from  disposing  of  it  where  such  dis- 
position would  not  safe-guard  the  interests  of  Ihe  public.  If  the  owner  does 
not  desire  to  sell,  the  conmiission  cannot  compel  him  to  do  so.  If.  having 
contracted  to  sell,  he  refuses  to  comi)ly  with  his  conti'nct,  the  connnission  is 
not  empowered  to  determine  that  he  sliouUl  carrj'  out  his  l)argaiii." 

The  mandamus  proceedings  were  dismissed. 
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COMMISSION  DECISIONS 

MISSOURI 

300 — Investment  and  Return. 

SiMMS  V.  Columbia  Telephone  Company,  Alleging  that  the  Company's 
Rates  are  Unreasonable.  Decision  of  the  Missouri  Public  Service 
Commission,  Ordering  Certain  Changes  in  Rates.     April  3,  1915. 

The  Commission  states  that  the  rates  m  Columbia  appear  to  be  rather 
high  and  can  only  be  justified  by  reason  of  the  well  and  expensively 
built  plant  and  the  high  class  of  service  rendered. 

129 .  1^ — D  is  c  rimination . 

"Complainants  ask  that  free  telephone  service  be  furnished  the  City 
of  Columbia  and  the  public  schools  thereof  by  defendant  company, 
for  the  use  of  the  streets  and  alleys  of  said  city.  It  is  not  contended 
that  such  service  is  provided  for  in  any  franchise  granted  defendant 
company  by  the  city.  The  Commission  has  no  power  to  amend 
such  a  franchise  at  this  time  and  to  require  such  service,  which 
would  otherwise  be  a  discrimination,  and  violative  of  the  Public 
Service  Commission  Law.  Courts  and  commissions  seem  to  permit 
the  furnishing  of  service  to  cities  where  the  same  is  provided  in  the 
franchise  as  a  part  of  the  consideration  for  granting  same.  This 
Commission  has  not  yet  had  occasion  to  pass  upon  that  question 
one  way  or  the  other,  and  the  same  is  left  open  for  future  determina- 
tion. It  is  sufficient  to  say  we  thmk,  under  the  circumstances  in 
this  case,  it  would  be  a  discrimination  to  require  defendant  to 
furnish  the  free  service,  as  asked  by  complainants." 

139.9— Deposits. 

"Defendant  has  in  force  the  following  rule  with  reference  to  advance 
payments  or  cash  deposits  which  it  requires  at  the  time  of  the  installa- 
tion of  a  telephone  for  a  new  subscriber,  as  follows:  'A  deposit  of 
three  dollars  shall  be  made  with  each  order  for  service  in  the  city 

Editorlvl  Note. — All  indented  matter  is  direct  quotation. 
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exchange,  which  deposit  will  be  credited  on  account  of  service  in  the 
concluding  weeks  of  a  full  year.'  " 

The  company  states  that  the  installation  of  telephone  service  involves 
an  immediate  outlay  which  justifies  the  requirement  of  a  deposit,  and 
further  states  that  short  term  contracts  are  unprofitable  at  the  regular 
rate  and  the  forfeit  of  the  deposit  is  justifiable  on  that  ground.  In 
answer,  the  Commission  cites  the  decision  of  the  Nevada  Commission 
in  Pacific  Telephone  and  Telegraph  Company  (Case  No.  207,  decided 
February  21,  1914),  the  decision  of  the  Cahfornia  Commission  in  re 
Goodrich  (Antelope  Valley  Telephone  Company  decision  No.  1464), 
and  the  decision  of  the  Washington  Commission  adopting  general 
rules  for  telephone  companies  (Order  No.  1791,  decided  September 
24,  1914). 

''In  Cole  V.  Ft.  Scott  &  Nevada  L.  H.  W.  &  P.  Co.,  1  Mo.,  P.  S.  C. 
130,  we  held  that  an  electric  light  and  water  company  required  to 
render  service  upon  a  meter  basis,  and  where  the  amount  of  the  bill 
or  charge  could  not  be  determined  in  advance,  might  reasonably 
require  a  deposit  or  security  in  the  nature  of  a  guaranty  for  securing 
the  collection  for  such  service.  We  do  not  think  the  same  reason 
exists  with  reference  to  the  collection  of  rates  for  telephone  service 
where  such  charges  are  known  in  advance. 

"This  Commission  has  no  desire  to  deny  to  any  telephone  company 
the  right  to  reasonably  protect  itself  against  loss  through  the  inabil- 
ity or  unwillingness  of  its  customers  to  pay.  We  see  no  reason  why 
a  charge  for  three  months  in  advance  for  every  telephone  when 
installed,  with  charges  monthly  in  advance  thereafter,  will  not 
fairly  and  reasonably  protect  the  company  agamst  loss.  It  is  possible 
that  rare  and  exceptional  cases  might  occur  when  such  a  method  of 
payment  would  not  be  adequate  protection.  As  in  the  case  of 
private  enterprises,  public  utilities  must  expect  to  take  some  chances. 
All  business  involves  some  risk.  We  belivee  that  if  the  company  be 
allowed  to  charge  three  months  in  advance  at  the  time  of  installing 
the  telephone,  and  thereafter  to  collect  for  one  month  in  advance, 
it  will  be  fairly  and  reasonably  protected.  Such  a  course  will  do 
away  with  the  discrimination  complained  of,  and  remove  very  much 
of  the  friction  and  ill  feeling  which  has  been  engendered  against 
defendant  by  the  exacting  of  the  three  dollar  deposit." 

310— Valuation. 

The  company  contends  for  an  item  which  it  designates  "for  adxcu'tising 
and  soliciting  subscribers"  and  "cost  of  development."  No  evidence 
was  given  to  show  that  such  cost  had  been  incurred  by  the  company, 
but  the  theoretical  cost  was  included  on  the  basis  of  the  cost  of  repro- 
duction.    The  Commission  says: 

311.2 — Reproduction  Cost  New. 

"The  'reproduction  method  new'  should  only  be  used  as  a  'yardstick' 
or  measure  in  trying  to  asc(M-tain  the  'fair  present  value'  of  the  plant 
of  defendant,   used  and   useful,   and   now   l)eing  api)raised   by  the 
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Commission.  If  the  'reproduction  method  new',  fohowed  to  the 
extreme,  requires  the  adding  of  any  items  of  expenditures  which 
are,  in  fact,  not  actually  incurred  in  the  ordinary  manner,  then  the 
method  fails  in  its  purpose  and  is  subject  to  criticism  and  abuse." 

315 — Intangibles. 

"We  are  asked  by  counsel  for  defendant  in  this  valuation  to  state 
separately  the  different  items  allowed  for  physical  property  and  in- 
tangible values.  In  the  case  of  Appleton  Water-works  Company 
V.  Railroad  Commission,  154  Wis.  121,  the  court,  answering  a  simi- 
lar request,  properly  stated  the  rule  as  follows: 

"  'However  the  fundamental  difficulty  with  the  attempt  to  set  a 
definite  sum  as  the  measure  of  going  value  is  that  it  is  an  attempt 
to  divide  a  thing  which  is  in  its  nature  practically  indivisible.  The 
value  of  the  plant  and  business  is  an  indivisible  gross  amount.  It  is 
not  obtained  by  adding  up  a  number  of  separate  items,  but  by  taking 
a  comprehensive  view  of  each  and  all  of  the  elements  of  property, 
tangible  and  intangible,  including  property  rights,  and  considering 
them  all,  not  as  separate  things,  but  as  inseparable  parts  of  one  har- 
monious entity,  and  exercising  the  judgment  as  to  the  value  of  that 
entity.  In  this  way  the  gomg  value  goes  into  the  final  result,  but 
it  would  be  difficult  for  even  an  expert  to  say  how  many  dollars  of 
the  result  represent  it.' 

"We  adopted  this  rule  in  the  McGregor-Noe  Case,  swpra,  and  we 
see  no  good  reason  why  we  should  depart  from  it  in  this  case." 

315.1— Going  Value. 

"In  McGregor-Noe  v.  Springfield  Gas  and  Electric  Company, 
1  Mo.  P.  S.  C.  468,  this  Commission  discussed  at  some  length  the 
question  of  going  value,  and  cited  many  authorities  thereunder. 
As  we  stated  in  that  case,  we  will  not  attempt  to  allow  a  separate 
and  distinct  item  for  'cost  of  development',  as  contended  for  by 
defendant  company,  but  will  take  into  account  the  fact  that  the 
plant  was  in  successful  operation  as  a  'going  concern,'  as  stated  by 
the  Supreme  Court  of  the  United  States  in  the  Cedar  Rapids  Gas 
Company  case,  cited  in  that  opinion,  in  fixing  the  fair  present  value 
of  the  plant  for  rate-making  purposes  in  this  case." 

340 — Rate  of  Return. 

The  Commission  concluded  that  the  rate  of  return  should  be  at  least 
1\  per  cent. 

ARIZONA 

224— Rates. 

HuACHUCA  Water  Company,  Application  for  Authority  to  Change 
Rates.  Decision  of  the  Arizona  Corporation  Commission  Granting 
the  Apphcation.     March  26,  1915.     P.  U.  R.  1915B,  277. 

The  company  applied  for  authority  to  put  into  effect  a  rate  wdiich  the 
Commission  finds  is  lower  than  the  existing  rates.     It  appeared  that 
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the  best  interests  of  the  consumers  would  be  promoted  by  an  immediate 
installation  of  the  rates,  and  the  Commission  issued  an  order  stating 
that  it  would  not  oppose  the  installation  of  these  rates  on  less  than 
statutory  notice. 

The  decision  says: 

''It  is  obvious  that  in  no  case  can  the  Commission  give  its  expressed 
approval  of  any  rate  unless  a  complete  investigation  by  the  Com- 
mission shows  conclusively  that  the  rate  is  equitable.  The  Com- 
mission may,  when  circumstances  seem  to  warrant,  allow  new  rates  filed 
by  a  utility  to  become  automatically  effective  after  the  expiration 
of  thirty  days  from  the  date  of  application  as  provided  in  the  statute." 


PENNSYLVANIA 


132— Protection  from  Competition. 

Peoples  Natural  Gas  Company.  Application  for  Approval  of  Ordi- 
nance Regarding  Supply  of  Natural  Gas  to  the  Borough  of  Juniata. 
Decision  of  the  Pennsylvania  Public  Service  Commission,  Approv- 
ing Ordinance  and  Granting  Certificate  of  Convenience  and  Necessitv. 
May  11,  1915. 

A  joint  petition  was  filed  by  the  Peoples  Natural  Gas  Company  and 
the  borough  of  Juniata  for  a  certificate  of  public  convenience  approving 
a  franchise  ordinance.  Franchise  rights  and  privileges  are  granted 
the  company  "for  the  purpose  of  supplying  natural  or  manufactured 
gas  for  fuel  and  lighting  purposes"  for  a  term  of  40  years. 
The  ordinance  reads  in  part: 

'The  said  Peoples  Natural  Gas  Company,"  etc.  "shall  not  have  the 
right  under  this  ordinance  to  sell  and  distribute  manufactured  gas 
until  such  time  as  the  supply  is  no  longer  sufficient  to  give  adequate 
service  of  natural  gas  throughout  the  Borough.  Upon  such  diminu- 
tion or  failure  in  volume  of  natural  gas,  the  said  Peoples  Natural 
Gas  Company,  its  successors  or  assigns,  may  then  use  its  pipe  lines 
and  other  appliances  in  the  Borough  for  the  distribution  and  sale 
of  manufactured  gas." 

To  the  issuance  of  a  certificate  of  public  convenience  a  protest  was  filed 
by  the  Altoona  Gas  Light  and  Fuel  Company.  This  company  is 
organized  for  the  purpose  of  manufacturing  and  selling  artificial  gas, 
and  has  been  operating  and  doing  business  in  Juniata  Borough,  the 
territory  the  natural  gas  company  is  now  seeking  to  occupy. 

The  first  objection  raised  by  the  jirotestant  comjiany  is  that  it  is  furn- 
ishing the  Borough  with  gas  for  light  and  fuel  ancl  that  it  should  be 
protected  by  the  Commission  from  competition. 
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"Counsel  for  the  protestant  company,  cites  a  large  number  of  de- 
cisions in  support  of  the  contention  that  the  Commission  should 
sustain  this  objection,  but  apparently  none  of  them  nor  any  others 
we  can  find,  go  so  far  as  to  say  that  an  artificial  gas  company  should 
be  protected  in  its  field  from  the  competition  of  a  natural  gas  com- 
pany. They  all  deal  with  the  subject  from  the  basis  of  a  similar 
commodity  or  the  rendering  of  like  service  by  two  pul)lic  service 
corporations." 

132,2 — Fair  Rates  and  Efl&cient  Service. 

Expert  testimony  stated  that  the  price  in  Juniata  of  artificial  and 
natural  gas  would  be  about  six  to  one,  taking  into  consideration 
both  heat  unit  and  price. 

"No  company  has  the  right  to  expect  a  Commission  to  protect  it 
against  the  competition  of  a  product  which  can  be  supplied  at  less 
than  one-half  of  the  cost  of  another  product  and  answer  the  same 
purposes. 

"This  Commission  cannot  but  have  in  mind  the  question  of  compe- 
tition insofar  as  modern  and  more  advantageous  services  are  con- 
cerned, at  a  less  cost,  and  if  one  company  by  reason  of  its  superior 
advantages,  gives  to  the  public  a  service  as  good  as  the  existing 
utility,  at  very  much  lesser  rates,  the  interests  of  the  public  should 
prevail." 

112 — Franchises. 

The  Altoona  Company  further  urged  that  the  Commission  should  not 
approve  a  franchise  granting  rights  which  the  company  has  no  authority 
to  receive  or  exercise.  This  objection  refers  to  the  provision  in  the 
ordinance  authorizing  the  company  to  furnish  artificial  gas  upon 
diminution  or  failure  in  volume  of  natural  gas.  The  attorney  for  the 
company  admitted  that  the  applicant  as  now  constituted  does  not 
claim  the  right  to  distribute  artificial  gas. 

The  decision  says: 

"The  municipality  has  no  right  to  authorize  this  company  to  supply 
manufactured  gas,  nor  does  the  company  have  the  right  to  become 
a  means  for  the  passing  on  of  a  franchise  for  that  purpose  from  the 
municipahty  to  some  other  company.  It  is  apparent  the  features 
of  the  ordinance  relating  to  the  manufacture,  selling,  distributing 
or  otherwise  dealing  in  artificial  gas,  are  void  and  the  only  valid 
portions  are  the  assent  of  the  municipality  and  those  conditions 
which  relate  to  the  manner  of  constructing  the  plant  proposed." 

In  this  connection  a  citation  is  given  from  City  of  Pittsburgh,  115  Penna. 
State,  page  4,  to  the  effect  that 

"one  section  of  an  ordinance  may  be  declared  reasonable  and  valid, 
while  another  section  of  the  same  ordinance  may  be  pronounced 
unreasonable  and  void." 
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WISCONSIN 

132— Protection  from  Competition. 

Westboro  Telephone  Company.  Investigation  on  Motion  of  the 
Wisconsin  Railroad  Commission  of  the  Alleged  Violation  of  the 
Statute  Relative  to  Protection  from  Competition.     March  31,  1915. 

The  Westboro  Telephone  Company  had  been  granted  a  certificate  of 
convenience  and  necessity  to  make  an  extension  of  its  line  to  Chelsea. 
The  company  failed  to  give  a  written  notice  to  the  Whittlesey  Telephone 
Company  and  this  company  later  complained  to  the  commission 
that  the  Westboro  Company  was  competing  with  it  for  local  service  in 
Chelsea. 

"The  Commission  was  aware  that  the  Whittlesey  Telephone  Com- 
pany was  already  giving  service  in  Chelsea,  but,  even  if  we  had  con- 
strued the  notice  of  the  Westboro  Telephone  Company  as  meaning 
that  they  intended  to  build  into  Chelsea  for  local  service,  the  law 
places  no  obhgation  upon  the  Commission  to  notify  companies  of 
proposed  extensions  by  other  companies  into  their  territory.  It  is 
the  duty  of  the  proponent  company  to  give  the  statutory  notice. 
To  make  an  extension  without  having  fulfilled  all  of  the  require- 
ments is  to  make  it  at  the  risk  of  having  the  law  mvoked  by  the 
company  whose  territory  is  invaded.  Such  is  the  situation  in  the 
present  case.  It  is  one  whose  occurrence  has  not  been  infrequent 
since  the  passage  of  the  Anti-Duplication  Act,  but  which  we  trust 
will  occur  with  less  frequency  as  the  companies  become  more  familiar 
with  the  law. 

"It  has  been  the  disposition  of  the  Conmiission  to  regard  extensions 
completed  without  observance  of  all  the  requirements  of  the  statute 
as  though  they  were  merely  being  proposed,  and  to  allow  them  to 
remain  if  they  were  such  as  would  have  been  permitted  to  be  built 
had  all  the  statutory  steps  been  taken.  The  evidence  in  this  case, 
however,  does  not  indicate  that  the  Westboro  Telephone  Company 
would  have  been  permitted  to  make  the  extension  into  Chelsea  had 
the  Whittlesey  Telephone  Company  been  given  an  opportunity  to 
object." 

The  order  states  that : 

"We  are  unable  to  give  sanction  to  the  existence  of  lines,  the  con- 
struction of  which  we  would  not  have  authorized  had  all  of  the  facts 
been  before  us  in  the  first  instance.  The  lines  of  the  Westboro 
Telephone  Company,  so  far  as  they  give  local  service  in  the  town  of 
Chelsea,  must  therefore  be  considered  as  being  without  lawful 
authority." 
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MISSOURI 

132 — Protection  from  Competition. 

Missouri  Valley  Realty  Company  v.  Cupples  Station  Light,  Heat 
AND  Power  Company  et  al,  Alleging  that  Defendants  are  Extending 
Their  Service  Without  Obtaining  a  Certificate  of  Convenience  and 
Necessity.  Decision  of  the  Missouri  Public  Service  Commission, 
Dismissing  the  Complaint,  October  12,  1914. 

The  defendant  electric  companies,  Cupples  Station  Light,  Heat  and 
Power  Company,  and  the  Phoenix  Light,  Heat  and  Power  Company, 
began  an  extension  of  their  Imes,  laying  conduit  along  and  in  front  of 
complainant's  property  in  the  city  of  St.  Louis.  The  complamt  alleges 
that  the  companies  are  unlawfully  proceeding  without  securing  a  cer- 
tificate of  convenience  and  necessity  from  the  Commission.  The 
Union  Electric  Light  and  Power  Company  filed  an  intervening  petition 
stating  that  the  extensions  in  question  will  enable  the  defendant  com- 
panies to  compete  in  territory  which  is  adequately  served  by  the  inter- 
venor.  There  are  also  questions  raised  as  to  whether  or  not  the  de- 
fendants properly  complied  with  the  city  ordmance  and  secured  proper 
permission  from  the  city  for  extensions.  However,  the  question  with 
which  the  Commission  is  particularly  concerned  is  that  of  the  necessity 
of  securing  a  certificate  from  the  Commission  before  the  companies 
proceed  with  the  extension. 

The  majority  opinion  points  out  that  the  provision  in  the  law  applying 
to  utilities  (Section  72,  Public  Utilities  Law),  requires  them  to  secure 
a  certificate  before  beginning  construction  and  a  similar  provision 
applies  to  common  carriers  which  reads  "no  railroad  corporation,  street 
railroad  corporation  or  common  carrier  shall  henceforth  begin  the  con- 
struction of  a  railroad  or  street  railroad  or  of  any  extension  thereof, 
without  having  first  obtained  from  the  Commission  a  certificate." 

"The  clause  'or  any  extension  thereof,'  found  in  the  article  on  com- 
mon carriers,  is  not  found  in  the  law  applicable  to  any  of  the  other 
utilities,  and  in  view  of  the  necessity  for  the  extensions  of  line  and 
mains  of  such  other  utilities  to  all  parts  of  the  municipality,  com- 
pared with  the  singleness  of  the  line  and  the  greater  mterference 
with  the  public  use  of  the  streets  and  thoroughfares  by  a  common 
carrier,  the  reason  for  the  distinction  is  apparent.  But  whatever 
reason,  we  cannot  overlook  the  fact  that  as  to  electrical  corporations 
the  only  certificate  of  permission  and  approval  required  from  the 
Conmiission  is  that  required  before  the  company  'shall  begin  con- 
struction' of  its  plant.  The  law  is  prospective  in  its  operation  and 
the  defendants,  being  engaged  in  business  and  serving  the  public 
with  a  plant  already  constructed  when  the  law  went  into  effect,  were 
not  required  to  obtain  a  certificate  of  permission  and  approval  from 
the  Commission,  and  where  the  utility  is  legally  serving  the  public, 
whether  under  a  certificate  from  this  Commission,  or  being  exempt 
from  that  requirement,  as  in  the  case  of  defendants,  we  do  not  think 
the  law  requires  such  p,  certificate  for  every  extension  of  its  lines 
upon  each  street  or  alley  where  service  may  thereafter  be  desired. 
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Consent  of  the  municipality  is  always  required  as  a  condition  prece- 
dent to  the  granting  of  a  certificate  of  permission  and  approval  by 
this  Commission ;  but  when  a  local  board  or  officer  is  given  authority 
by  ordinance  or  franchise  to  control  the  location  and  placing  of  poles, 
conduits,  wires,  etc.,  in  streets  and  alleys,  and  exercises  such  author- 
ity by  granting  a  permit  to  the  utility,  the  law  does  not  contemplate 
that  for  every  such  permit  a  certificate  shall  be  secured  from  this 
Commission. 

"The  law  speaks  of  but  one  certificate  from  the  Commission  and  one 
consent  of  the  municipal  authorities,  and  the  fair  inference  is  that 
the  electrical  corporations  need  not  secure  an  additional  certificate 
and  consent  for  each  extension  made." 

A  dissenting  opinion,  filed  by  Chairman  Atkinson,  does  not  agree  with 
this  interpretation  of  the  Commission's  jurisdiction  under  Section  72. 
He  says: 

"It  is  quite  clear  to  my  mind  that  the  first  sentence  of  said  section 
has  reference  to  the  g'ranting  of  certificates  of  public  convenience 
and  necessity  to  electrical  corporations  when  first  engaging  in  business. 
The  second  sentence  of  said  section  provides:  'No  such  corporation 
shall  exercise  any  right  or  privilege  under  any  franchise  hereafter 
granted,  or  under  any  franchise  heretofore  granted  but  not  hereto- 
fore actually  exercised,  or  the  exercise  of  which  shall  have  been 
suspended  for  more  than  one  year,  without  first  having  obtained  the 
permission  and  approval  of  the  commission.'  Giving  this  second 
sentence  of  the  statute  a  reasonable  construction,  it  is  clear  to  my 
mind  that  it  was  the  intent  of  the  Legislature  that  no  right  and 
privileges  under  a  new  franchise  should  be  exercised  by  an  electrical 
corporation  without  the  approval  of  the  Commission.  Suppose 
in  the  first  instance,  that  the  city  of  St.  Louis  had  granted  a  franchise 
to  one  of  defendants  to  furnish  electric  service  in  the  south  half  of 
the  city,  and  to  the  other  to  furnish  electric  service  in  the  north  half 
of  the  city.  Neither  company  could  invade  the  territory  beyond  the 
scope  of  its  franchise  without  obtaining  a  new  franchise  from  the 
city,  and  the  very  object  of  the  statute  is  to  require  the  appro^■al  of 
the  new  franchise  by  the  Commission  before  it  becomes  effective." 

PENNSYLVANIA 

226.2 — Extension  of  Service. 

Lehigh  Valley  Coal  Company  et  al.  v.  Bell  Telephone  Company 
OF  Pennsylvania,  Complaining  of  Refusal  of  Service  and  Increase  in 
Rates.  Decision  of  the  Pennsylvania  Public  Service  Commission. 
March  3,  1915. 

The  Commission  finds  that  in  order  to  give  the  service  in  question, 
the  company's  present  obsolete  line  must  be  abandoned  and  a  modern 
line  built,  increasing  the  investment  in  the  line.  The  company  states 
that  it  has  been  unable  to  secure  sufficient  business  to  justify  the 
reconstruction  of  the  line. 
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"It  would  seem  reasonable  to  contend  that  before  the  telephone 
company  should  be  required  to  assume  that  additional  burden, 
there  should  be  in  sight,  to  warrant  the  expenditure,  a  reasonable 
return  upon  the  investment  after  due  effort  has  been  made  to 
secure  and  develop  business.     .     .     . 

"This  change  in  the  construction  of  the  plant  would  involve  a 
larger  expenditure  for  plant  equipment,  and  necessarily  would 
require  a  higher  service  charge  for  operation  and  maintenance.  It 
would,  therefore,  be  subversive  of  a  fundamental  principle  of  busi- 
ness economy  to  require  the  same  rates  for  an  adequate  modern 
equipment  and  service  that  is  now  charged  for  a  system  that  was 
installed  over  thirty  years  ago  and  has  been  shown  to  be  worn  out 
for  the  purpose  for  which  it  was  constructed. 

"Moreover,  to  allow  an  obsolete  or  exceptionally  low  rate  to  be 
given  to  one  party  and  not  to  extend  the  same  privilege  to  others 
would  be  showing  an  unjust  discrimination  in  the  matter  of  rates 
under  similar  circumstances  and  conditions,  which  is  expressly 
prohibited  by  provisions  of  the  Act  under  which  public  service 
corporations  are  regulated.  The  fact  that  the  privilege  had  been 
accorded  for  a  number  of  years  under  different  circumstances  to 
any  one  does  not  furnish  any  valid  reason  for  continuing  such  rates 
when  the  old  order  of  things  has  been  done  away  with  and  a  new 
and  later  type  of  equipment  installed  instead.  Under  the  Act  no 
lower  rate  can  be  granted  to  any  one  simply  because  he  has  been  a 
subscriber  for  a  number  of  years  under  conditions  which  the  evolu- 
tion of  the  business  has  outgrown. 

"In  an  opinion  handed  down  January  5,  1914,  in  the  case  of  Com- 
monwealth ex  rel.  Mclver  v.  Central  District  Telephone  Company, 
on  the  right  of  a  telephone  company  to  terminate  a  one-year  contract 
after  the  first  year,  the  Supreme  Court  of  Pennsylvania  held  that 
'the  company  could  terminate'  the  contract  'by  giving  reasonable 
notice,'  but  could  not  'annul  the  contract  arbitrarily  and  refuse  all 
service  to  the  relator;  for,  .  .  .  under  general  principles  of  law, 
the  company  was  obliged  to  render  her  the  same  service  under  like 
terms  that  it  gave  to  other  persons  similarly  situated,  which  the 
answer  states  it  is  and  always  has  been  ready  to  do.'  In  the  case 
before  us  the  respondent  holds  itself  ready  to  furnish  service  to 
complainants  at  the  same  rates  and  upon  the  same  terms  that  it 
gives  to  other  persons  similarly  situated." 

The  complaints  are  dismissed. 

WISCONSIN 
840— Public  Operation. 

Brodhead  Municipal  Electric  Utility,  Application  for  Authority 
to  Increase  Rates.  Decision  of  the  Wisconsin  Railroad  Commission, 
Fixing  Rates.     March  29,  1915. 

The  petition  of  the  BrodTiead  Water  and  Light  Commission  alleged 
that  the  plant  is  operating  at  a  loss  and  that  the  electric  rates  are 
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inadequate  and  discriminatory.  The  Commission  finds  that  the  city 
is  entitled  to  some  increase  in  rates  and  that  changes  should  be  made 
in  the  form  of  schedule.  New  rates  are  provided  in  the  order  for  light 
and  power. 

352 — Expense. 

Extraordinary  contingencies  for  the  year  amounted  to  over  two  thousand 
dollars.  This  was  a  death  claim  paid  in  case  of  an  employe  killed  at 
the  plant. 

"The  expense  resulting  from  this  personal  injury  case  could  have 
been  covered  by  insurance.  Justice  between  the  consumers  and  the 
city  would  seem  to  demand  that  the  city  exercise  ordinary  prudence 
in  the  conduct  of  its  business.  If  the  city  fails  to  protect  itself 
against  the  hazards  of  a  business  which  it  has  entered,  it  does  not 
seem  equitable  that  the  patrons  of  that  business  should  be  penahzed 
on  account  of  such  neglect." 

360 — Depreciation. 

The  equipment  in  the  plant  is  obsolete  and  the  plant  and  system  will 

require  extensive  renewals  and  replacements. 

"The  $2,000  which  has  been  included  in  the  operating  expenses  for 
depreciation  is  no  more  than  sufficient  to  care  for  the  depreciation 
which  accrues  each  year.  If  a  large  enough  fund  is  to  be  accumu- 
lated out  of  operatmg  expenses  to  make  the  replacements  when  they 
should  be  made,  a  sum  considerably  in  excess  of  $2,000  should  be 
set  aside.  Such  a  procedure,  however,  would  compel  the  consumers  not 
only  to  keep  up  the  original  investment,  but  also  to  pay  for  a  part  of 
the  plant;  it  is  presumed  that  the  rates  have  been  high  enough  to 
cover  ordinary  depreciation.  The  most  equitable  method,  then, 
would  seem  to  be  not  to  make  a  direct  provision  by  mcreasing  the 
depreciation  charge  above  the  annual  depreciation  accrued,  but  to 
add  a  certain  portion  of  the  net  income  to  the  depreciation  fund, 
and  if  replacements  require  more  money  than  is  thus  made  available, 
such  excess  should  be  covered  by  a  bond  issue. 

"At  the  hearing,  it  was  stated  that  the  city  desired  the  plant  to 
earn  more  than  enough  to  pay  interest  on  the  bonds  outstanding. 
This  is  a  question  of  poHcy  for  the  city  to  decide.  .  .  .  What- 
ever earnings  in  excess  of  bond  interest  that  arise  from  increasing 
the  rates  can  be  used  by  the  city  for  any  purpose  it  sees  fit.  Under 
the  circumstances  it  would  seem  that  the  best  course  to  pursue 
would  l)e  to  hold  such  earnings  in  reserve  to  pay  for  the  replace- 
ment that  will  soon  have  to  be  made.  This,  of  course,  in  reality 
amounts  to  an  increase  in  the  allowance  for  depreciation.  The 
distinction,  however,  need  not  be  argued  here.  After  the  efficiency 
of  the  plant  has  been  restored  to  a  jioint  where  it  can  be  main- 
tained Ijy  the  ordinary  annual  depreciation  charge,  the  net  income 
after  paying  bond  interest  could  be  used  to  retire  the  bonds  of  the 
plant.  After  the  bonds  are  retired,  or  even  ))efore  they  are  all 
retired,  it  would  be  possible  to  make  a  considerable  reduction  in  the 
rates  should  the  city  so  desire." 
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380— Taxation. 

"It  will  be  noted  that  S400  has  been  included  in  the  operating 
expenses  for  taxes.  This  amount  was  included  in  order  to  maintain 
an  equitable  relation  between  the  consumers  and  taxpayers.  The 
disposition  of  this  amount  is  for  the  city  to  decide." 

INTERSTATE  COMMERCE  COMMISSION 

900— General. 

Rates  ox  Scrap  Iron  from  Gulf  Ports.  Decision  of  the  Interstate 
Commerce  Commission.     April  30,  1915. 

In  an  investigation  to  determine  the  reasonableness  of  proposed  in- 
creases in  certain  rates,  protestants  urged  that: 

''water  competition  still  exists  and  for  that  reason  the  rail  rates 
should  not  be  increased." 

The  Commission  says: 

"We  have  uniformly  held  that  it  is  for  the  carrier  to  determine 
whether  or  not  it  will  meet  such  competition.  If  it  elects  to  dis- 
continue this  practice  at  any  point,  and  increase  its  rates,  we  are 
concerned  only  in  the  question  of  whether  or  not  the  increased  rates 
are  just,  reasonable,  and  proper." 

COMMISSION  REPORTS 

253 — Commission  Reports  of  Decisions. 

Public  Service  Commission  Reports,  First  District,  New  York, 
Volume  IV  for  the  Year  1913. 

The  opinions  rendered  by  the  Commission,  the  decisions  of  the  Courts 
concerning  determinations  of  the  Commission,  and  amendments  to  the 
Public  Service  Commissions  Law  enacted  during  the  legislature  session 
of  1913  are  included  in  this  volume. 

253— Commission  Reports  of  Decisions. 

Wisconsin  Railroad  Commission  Reports.  Volumes  12  and  13, 
containmg  all  decisions  rendered  by  the  Commission  during  the  period 
from  May  20,  1913  to  February  16,  1914,  are  now  available  in  bound 
form. 

REFERENCES 
RATES 

511— Flat  Rates. 

Controlled  Flat  Rates.  By  E.  T.  Hughes.  Paper  Read  at  the 
Annual  Convention  of  the  Iowa  Section,  N.  E.  L.  A.  Held  at  Keokuk, 
Iowa,  April  20-22,  1915. 

The  advantageous  use  of  controlled  flat  rates  in  securing  the  small  residence  light- 
ing business  is  discussed.     It  is  stated  that  this  service  has  been  handled  very 
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sucessfully  in  Dubuque,  Iowa.  The  small  lighting  customer  who  cannot  be 
secured  at  the  regular  rates  may  be  induced  to  use  electricity  when  the  monthly 
bill  is  definitely  fixed  in  advance.  A  charge  of  one  cent  per  watt  of  maximum 
demand  is  usually  made,  with  a  minimum  monthly  charge  of  $1.00.  A  circuit 
breaker  restricts  the  demand  to  that  contracted  for  by  the  customer.  With  this 
service  to  educate  the  customer  to  the  advantages  of  electric  service  many  new 
customers  are  secured  for  metered  service.  A  portion  of  the  flat  rate  customers 
will  increase  their  use  and  desire  the  unlimited  metered  service. 

610 — ^Character  of  Service. 

Rates  for  Electric  Service.  Electrical  Record,  1  page,  May,  1915,  p.  44. 

The  reason  for  class  rates  is  not  readily  understood  by  the  consumer.  An  exi^lana- 
tion  of  different  costs  for  different  classes  of  consumers  is  given,  which  is  intended 
for  the  consumer,  and  the  use  of  technical  terms  is  avoided. 


INVESTMENT  AND  RETURN 

300~Investment  and  Return. 

Appraisal  of  Public  Utility  Properties.  By  William  G.  Wool- 
folk.     The  Gas  Age,  7  pages.  May  15,  1915,  p.  495 

Abstracts  are  given  from  the  paper  read  before  the  Indiana  Gas  Association,  In- 
dianapolis, March  10  and  11,  1915.     (Reported  in  7  Rate  Research  63.) 

360 — Depreciation . 

Depreciation  and  Rate  Control.     Discussion  by  Allyn  A.  Young 

and  Joseph  S.  Davis.  The  Quarterly  Journal  of  Economics,  39  pages. 
February,  1915,  p.  362. 

The  paper  on  "Depreciation  and  Rate  Control,"  by  Mr.  Allyn  A.  Young,  forms 
the  basis  for  debate  between  the  author  and  Joseph  S.  Davis.  The  original  paper 
was  printed  in  the  Quarterly  Journal  of  Economics,  August,  1914  (Vol.  XXVIII, 
pp.  630-663,  and  was  noted  in  6  Rate  Research  111.) 

The  chief  matter  in  controversy  is  Mr.  Young's  conclusion  that  in  valuation  for 
purposes  of  rate  control  no  deduction  should  be  made  on  account  of  the  deprecia- 
tion of  large  and  varied  properties,  except  for  depreciation  allocated  to  a  period 
in  which  depreciation  accruals  were  regularly  charged  to  operating  expenses. 
The  conclusion  stated  by  Mr.  Davis,  in  his  criticism  of  the  paper,  is  that  it  is  proper, 
just,  and  expedient  that  in  valuation  for  purposes  of  rate  control  account  should 
be  taken  of  depreciation  of  the  physical  plant,  regardless  of  the  need  or  lack  of 
need  for  a  depreciation  fund,  and  regardless  of  the  actual  or  hypothetical  exj)ecta- 
tions  of  the  proprietors  as  to  the  necessity  of  reckoning  with  depreciation  by 
means  of  the  depreciation  reserve  or  otherwise  Two  papers  are  presented  by  each 
side  in  this  number  of  the  Journal. 

365.2— Sinking  Fund  Method. 

Sinking  Funds  in  Rate  Valuations,  By  Willard  H.  L.\wton. 
Journal  of  Accountancy.  6^  pages.  March,  1915,  p.  191.  The  Gas  Age, 
1|  pages.  May  15,  1915,  p.  493. 

In  fixing  the  accoimting  practice  of  j)uhlic  utility  companies,  the  effect  of  public 
utility  laws  and  the  rules  and  regulations  prescribed  by  jjublic  service  commissions 
must  be  carefully  studied.  The  use  of  the  term  "sinking  fnnd"  in  the  sense  of  a 
replacement  fund  is  apt  to  cause  confusion  in  the  minds  of  conunissioners  that 
might  work  to  the  disadvantage  of  a  utility  in  a  rate  case.  In  valuations  for 
rate-making,  the  commissions  almost  invariably  use  the  "straight  line  rule"  in 
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estimating!;  depreciation.  Sinking  funds,  i.  e.,  funds  accumulated  for  the  purpose 
of  extinguishing  bonds  or  other  capital  obligations,  have  no  standing  in  a  rate- 
valuation.  They  will  not  be  admitted  as  part  of  the  "property  used  and  useful 
in  the  service  of  the  public."  The  sinking  fimd  rule  of  providing  for  depreciation 
is  not  desirable  for  public  utilities  as  long  as  commissions  do  not  use  it  in  rate- 
valuations. 

In  regard  to  using  the  dei)reciation  reserve  for  additions  and  extensions  to  the 
plant,  consideration  should  also  be  given  laws  and  commission  decisions  and  rules 
bearing  on  financing.  Where  there  is  doubt  or  any  ambiguity  as  to  what  securi- 
ties may  be  issued  for,  new  securities  should  be  issued  to  cover  such  additions 
no  matter  how  ample  may  be  the  replacement  funds.  Otherwise,  at  some  future 
time,  the  utility  may  find  it  difficult,  if  not  impossible,  to  issue  new  securities  to 
cover  these  additions,  thereby  securing  the  money  necessary  to  repay  the  re- 
placement fimds  used  for  the  purpose. 


PUBLIC  SERVICE  REGULATION 

200— Public  Service  Regulation — Law  and  Practice. 

Public  Utility  Reports.  The  Lawyers'  Co-operative  Publishing 
Company,  Rochester,  New  York,  1915A.  1,241  pages. 

The  first  volume  of  decisions  of  public  service  commissions  and  of  state  and 
federal  courts,  annotated  and  published  by  the  Lawyers  Co-operative  Publishing 
Company,  is  now  ready  in  bound  form.  The  report  begins  with  cases  decided 
since  the  first  of  1915.  Advance  copies  have  been  issued  containing  separate 
indices  and  these  have  now  been  combined  in  the  bound  volume. 


200 — Public  Service  Regulation — Law  and  Practice. 

Court  and  Public  Service  Commissions'  Decisions  Favorable  to 
Public  Utilities.     Sto?ie  &  Webster,  9|  pages.     May,  1915,  p.  336. 

A  compilation  of  decisions  of  courts  and  commissions,  necessarily  confined  to 
a  limited  number  of  questions,  such  as,  going  value,  franchise  value,  protection 
from  competition,  extension  of  facilities  and  rate  of  return,  is  made  up  including 
only  those  decisions  which  are  most  favorable  to  public  utilities,  the  desire  being 
to  indicate  the  most  important  advances  made  by  public  utility  companies  before 
commissions  and  courts  since  the  beginning  of  1914. 


MUNICIPALITIES 

830— Public  Ownership. 

Central  Station  Publicity  Campaign  in  a  MuN^CIPAL  Lighting 
Plant  Situation.  Electrical  Reoieiv  and  Western  Electrician,  If  pages. 
May  8,  1915,  p.  856. 

An^account  is  given  of  the  publicity  campaign  carried  on  by  the  Public  Service 
Electric  Company  in  connection  with  the  proposed  establishment  of  a  municipal 
electric  light  and  power  plant  at  Perth  Amboy,  New  Jersey.  A  number  of  the 
announcements  in  the  series  published  by  the  company  are  reprinted  in  full. 
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840— Public  Operation. 

Municipal  Operation  in  Pasadena,  California.  Electrical  World, 
2\  pages.     May  8,  1915,  p.  1,171. 

An  abstract  is  given  of  the  report  for  the  year  ending  June  30,  1914,  of  the  municipal 
lighting  works  department  of  the  City  of  Pasadena.  An  analysis  and  review  of 
the  report  by  Mr.  R.  H.  Ballard,  consulting  engineer,  of  Los  Angeles,  California, 
is  also  given,  together  with  a  reply  by  Mr.  C.  W.  Koiner,  General  Manager  of  the 
Pasadena  Lighting  works  department,  to  criticisms  of  the  report. 


COURT  DECISION  REFERENCES 

112.5 — Ordinance  Rates. 

Birmingham  Water  Works  Company  v.  Brown.  Decision  of  the 
Supreme  Court  of  Al.abama,  December  17,  1914,  67  Southern  613. 

The  Company  is  operating  under  an  ordinance  fixing  maximum  rates  for  water 
furnished  to  residences.  The  company  entered  into  a  contract  to  supply  residence 
service  with  metered  service  at  less  than  the  maximum  rates.  Suit  was  brought 
against  the  company  by  the  customer  to  require  the  company  to  bill  the  service 
at  the  meter  rates  specified  in  this  special  contract.  This  is  the  second  appeal  in 
the  case.  On  the  first  appeal  the  special  contract  was  upheld  as  valid.  (52  South- 
ern, 915).  Upon  appeal  by  the  defendant  company  judgment  is  reversed  and 
remanded.     The  court  says: 

"The  flat  rate  provided  in  said  ordinance  contract  for  residences  is  the  maximum 
rate  which  can  be  charged  by  the  water  company  for  water  furnished  to  resi- 
dences, and  while  undoubtedly  that  rate  may  be  lawfully  reduced,  no  reduction 
can  be  upheld  which  is  not  operative  alike  upon  all  who  occupy  the  same  class 
and  which  is  not  discriminatory  in  its  character.  Birmingham  Waterworks 
Company  v.  Mayor,  etc.,  of  Birmingham,  42  South,  10;  Birmingham  Water- 
works Co.  V.  Truss,  135  Ala..  530,  33  South.  657;  City  of  Mobile  v.  Bienville 
Water  Supply  Co.,  130  Ala.,  384,  30  South.  445." 

129.1 — Discrimination. 

"When  the  city  of  Birmingham  made  its  contract  with  the  waterworks  company 
it  intended —  and  the  contract  so  provides — that  there  should  not  be  any  dis- 
crimination made  by  the  waterworks  company  in  the  matter  of  supplying  water 
to  the  inhahitants  of  the  city  of  the  same  class.  The  maximum  rates  provided 
for  residences  are  specific  and  certain.  Stability  and  equality  of  rates  on  the 
part  of  a  public  service  corporation  are  more  important  than  reduced  rates." 

The  court  finds  that  the  contract  between  the  comiiany  and  the  pliant  iff  was  void 
as  against  public  policy,  "a  contract  which  the  policy  of  the  law  i)rohibited  either 
party  to  the  contract  from  making." 

144 — Mergers. 

CoN'^nNENTAL    SECURITIES    Co.    V.    InTERBOROUGH    IIaIMD    TrANSIT    Co. 

et  al.  Decision  of  the  Circuit  Court  of  Appeals,  Second  Circuit. 
February  9,  1915.     221  Federal,  44. 

In  an  action  brought  to  declare  unlawful  th(>  consolidation  of  the  Tntorborough 
Rapid  Transit  Company  and  the  Metropolitan  Street  Railway  Company  to  form 
the  Interborough  Metropolitan  Company,  the  court  held  that  Section  14  of  the 
Stock  Corporation  Law  jirohibiting  combinations  "for  the  creation  of  a  monopoly 
or  the  unlawful  restraint  of  trade  or  for  the  prevention  of  competition  in  any 
necessary  of  life,"  does  not  apply  to  corporations  subject  to  the  supervision  of 
the  Public  Service  Commission. 
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COMMISSION  DECISIONS 
WISCONSIN 

720— Rate  Schedules. 

Application  of  the  Fort  Atkinson  Water  and  Light  Commission, 
For  authority  to  Increase  its  Electric  Rates  to  Consumers  Outside 
the  City  Limits.  Decision  of  the  Wisconsin  Railroad  Commission, 
Reaffirming  Former  Order  and  Fixing  Rates.     April  7,  1915. 

The  decision  of  the  Commission  upon  the  city's  application  to  increase 
rates  to  consumers  outside  of  the  city  limits  was  reported  in  3  Rate 
Research  294.  The  Commission  made  an  investigation  to  determine 
the  cost  of  the  service  to  such  consumers,  and  found  that  no  increase 
in  rates  was  justifiable.  The  Commission  worked  out  schedules, 
based  on  the  cost  of  the  service,  differentiating  between  city  and  non- 
resident consumers.  These  schedules  were  recommended,  but  no 
order  was  entered. 

In  the  supplementary  opinion  the  Commission  says: 

"The  Water  and  Light  Commission  has  not  until  recently  been 
inclined  to  adopt  this  schedule,  having  been  anxious  to  place  the 
utility  upon  a  sound  financial  basis  before  any  schedules  which 
would  reduce  the  revenues  were  placed  in  effect.  Circumstances 
have  now  so  adjusted  themselves  that  the  city  commission  feels 
warranted  in  making  a  change  of  schedules." 

Since  the  first  investigation  was  made,  the  city  has  entered  into  a 
contract  to  purchase  most  of  the  current  distributed  at  Fort  Atkinson 
from  The  Milwaukee  Electric  Railway  and  Light  Company. 

The  commission  made  an  analysis  of  the  operation  of  the  utility  for 
the  later  period  and  found  that  the  schedule  of  rates  suggested  in  the 
former  order  for  lighting  for  both  city  and  country  consumers  can  again 
be  authorized.     These  rates  were  given  in  3  Rate  Research  295. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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612 — Power. 

''The  new  conditions  under  which  current  is  obtained  have  raised 
a  question  in  regard  to  the  schedules  for  power  service.  The  Mil- 
waukee Electric  Railway  &  Light  Company  sells  current  to  the 
Fort  Atkinson  utility  on  a  'demand  and  energy'  schedule.  That 
is,  the  utility  pays  a  fixed  price  per  kilowatt  for  each  kilowatt  of 
demand,  plus  a  charge  for  each  kilowatt  hour  of  energy  used. 
Naturally  the  purchase  of  current  under  this  form  of  schedule  has 
suggested  the  feasibility  of  such  a  schedule  for  the  sale  of  current 
for  power  by  the  local  utility.  Accordingly  an  examination  was 
made  of  the  monthly  consumer  records  of  all  power  consumers  and 
the  effect  of  the  'Standard'  and  the  'Optional  Increment'  schedules, 
as  used  by  the  Milwaukee  Light,  Heat  and  Traction  Company  for 
retail  service  was  determined.  The  net  result  under  the  Licrement 
Schedule  was  found  to  be  about  indentical  with  the  result  obtained 
by  using  the  present  rates  for  the  same  period.  It  was  found, 
however,  that  the  bills  for  a  number  of  small  installations  would  be 
raised  on  account  of  the  minimum  bill  provisions.  It  was  also 
found,  that  where  the  power  is  used  for  reserve  purposes  or  for 
seasonal  work  only  that  the  same  reason  might  cause  an  increase 
in  the  charges.  However,  these  are  undoubtedly  adjustable  differ- 
ences in  most  cases 

"The  combination  of  the  'Standard'  and  'Optional  Increment' 
schedules  seems  more  suitable  to  the  variations  of  the  service  than 
the  single  schedule  formerly  proposed  by  the  Commission.  For 
these  and  other  reasons,  the  'Standard'  and  'Optional  Increment' 
schedule  will  be  authorized  for  the  city  consumers  with  necessary 
modifications  for  rural  consumers." 

The  following  rates  for  power  are  authorized. 


COMMERCIAL  POWER. 

For  Power  Service  Inside  City. 
Standard  Rate. 
Rates : 

Demand  Charge. 

(payable  in  equal  monthly  installments.) 

$42.00  per  year  for  each  kilowatt  of  demand  of  the  first    10  kilowatts. 
30.00  per  year  for  each  kilowatt  of  demand  of  the  next   50  kilowatts. 
24. 00  per  year  for  each  kilowatt  of  demand  of  the  next  140  kilowatts. 
IS .  00  per  year  for  each  kilowatt  of  demand  in  excess  of  200  kilowatts,  plus  an 

Energy  Charge  of : 

;].5cents  ])er  kilowatt  hour  for  the  first   1,000  kilowatt  hours  consumption 

durinfT  the  month. 

2.5  cents  j)er  kilowatt   hour  for  the  next  8,000  kilowatt    hoiu's   consumption 

during  the  month. 

1.5  cents  per  kilowatt  hour  for  the  next  6,000  kilowatt   hours  consumption 

during  the  month. 

1   0  cents  per  kilowatt  hour  for  the  next  40,000  kilowatt  hours  consumption 

during  the  month. 

O.S  cents  j)er  kilowatt   hour  for  all  energy  consumed  in  any  month  in  excess 

of  50,000  kilowatt  hours. 
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Determination  of  Demand. 

For  power  installations  of  over  2  kilowatts  the  demand  shall  be  measured  by 

permanently  installed  demand  meters.     Such  readings  may   be  ascertained 

at  the  option  of  the  Water  and  Light  Commission  by  a  graphic  quarterly 

hourly  reading  of  the  watt  meter  or  by  the  graphic  recording  wattmeter,  or 

by  a  so-called  Wright  demand  meter. 

For  power  installations  of  2  kilowatts  cormected  or  less,  the  demand  shall  be 

assessed  as  75  per  cent  of  the  connected  load,  as  indicated  by  the  manufacturer's 

rating. 

The  maximum  demand  charge  during  any  month  for  power  service  shall  not 

be  less  than  that  computed  on  the  basis  of  75  per  cent  of  the  maximum  demand 

during  any  previous  month  of  the  customer's  contract  year. 

Minimum  Charge. 

The  monthly  installment  of  the  annual  demand  charge  shall  be  the  minimum 
monthly  payment. 

Prompt  Payment  Discount. 

On  power  bills  paid  at  the  office  of  the  utility  within  10  days  of  date  of  bill  a 
discount  of  5  per  cent  of  the  first  $25.00  of  all  bills  and  1  per  cent  on  amounts 
in  excess  of  $25.00  will  be  given. 

Term  of  Contract. 

One  Year. 

Terms  and  Conditions. 

For  reconnection  of  meter  for  the  same  customer  on  the  same  premises  a  charge 
of  $1.50  shall  be  made. 

Special  Services. 

Modifications  of  the  Standard  Rate  are  provided  for  Limited  or  Off-peak  Service, 
Breakdown  Service  imder  limited  or  unlimited  service,  and  Seasonal  Service. 

Breakdown  Service. 

The  foregoing  Standard  Rate  for  power  service  under  unlimited  or  limited  service 
shall  apply  for  breakdown  or  emergency  service  connections  for  power  or  lighting. 
Since  the  actual  demand  for  such  service  is  imknown,  customers  shall  contract  for 
any  demand,  and  shall  be  limited  to  the  demand,  as  contracted  for,  by  an  automatic 
circuit  breaker,  installed  and  maintained  by  the  customer  and  approved  and 
controlled  by  the  Water  and  Light  Commission.  It  shall  be  set  to  open  when 
the  demand  exceeds  125  per  cent  of  the  kilovoltampere  demand  contracted  for. 

Optional  or  Increment  Rate. 

Should  the  conditions  of  use  of  customer's  demand  be  obviously  such  that  he 
would  never  earn  a  lower  rate  under  the  Standard  than  under  the  Increment 
Rate  schedule,  the  Increment  Rate  schedule  shall  apply.  The  Increment 
schedule  is  optional  with  the  Standard  Rate. 

Rate. 

6  cents  per  kilowatt  hour  for  the  first  200  kilowatt  hours  used  during  any  month. 
5  cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  used  during  any  month. 
4  cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  used  during  anj-  month. 
3  cents  per  kilowatt  hour  for  all  excess  use  per  month. 

Minimum  Charge. 

$1.50  for  an  installation  of  2-horse-power  or  less  nominal  rated  capacity  plus 
75  cents,  for  each  additional  horse-power  or  fraction  thereof,  nominal  rated 
capacity  per  customer  per  month. 
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Prompt  Payment  Discount. 

On  power  bills  paid  at  the  office  of  the  utility  within  10  days  of  date  of  bill  a 
discount  of  5  per  cent  of  the  first  $25.00  of  all  bills  and  1  per  cent  on  amounts 
in  excess  of  $25.00  will  be  given. 

Terms  and  Conditions. 

For  reconnection  of  meter  for  the  same  customer  on  the  same  premises  a 
charge  of  $1.50  shall  be  made. 


For  Power  Service  Outside  City. 
Rate. 

For  Power  Service  furnished  outside  the  city,  the  demand  charge  of  the  stand- 
ard rate  shall  be  increased  10  per  cent;  and  each  step  of  the  optional  or  incre- 
ment schedule  shall  be  increased  .5  cents  per  kilowatt  hour. 

Minimum  Charge. 

$2.00  for  an  installation  of  2  horse-power  or  less,  plus  $1 .00  for  each  additional 
horse-power  or  fraction  thereof,  nominal  rated  capacity  per  customer  per  month. 

Prompt  Payment  Discount. 

On  power  bills  paid  at  the  office  of  the  utility  within  10  days  of  date  of  bill  a 
discount  of  5  per  cent  of  the  first  $25.00  of  all  bills  and  1  per  cent  on  amounts 
in  excess  of  $25.00  will  be  given. 

Terms  and  Conditions. 

For  reconnection  of  meter  for  the  same  customer  on  the  same  premises  a 
charge  of  $1.50  shall  be  made. 


ARIZONA 

580— Terms  and  Conditions. 

Schwartz  v.  Pacific  Gas  &  Electric  Company,  Alleging  that  Com- 
pany's Requirement  Fixing  Minimum  Gross  Revenue  Under  Contract 
is  Unreasonable.  Decision  of  the  Arizona  Corporation  Commission, 
Upholding  the  Complaint.     March  25,  1915,  P.  U.  R.,  1915B,  279. 

The  complainant  received  service  from  the  com])any  for  a  period  of 
about  three  weeks  under  one  contract,  after  which  he  moved  to  other 
premises  and  entered  into  a  similar  contract  for  service  at  the  new  ad- 
dress. For  the  three  weeks  of  service  the  company  rendered  a  bill  for 
$2.00  under  its  rule  (No.  17),  requiring  that  "no  contract  shall  be 
executed  for  gas  or  electric  service  for  less  than  a  gross  revenue  of  S2. 00." 

"The  company's  regular  rate  schedule  provides  for  a  minimum 
for  electric  service  of  $1  per  month  and  fur  gas  service  of  50  cents 
per  month. 

"It  is  in  evidence  that  it  is  not  the  common  practice  to  remove 
meters,  either  gas  or  electric,  but  that  the  extraordinary  charge 
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demanded  under  the  terms  of  Rule  No.  17  is  designed  to  meet  the 
expense  of  the  extra  meter  reading  and  extra  expense  in  accounting. 

"From  a  careful  review  of  the  situation,  it  is  our  opinion  that  the 
general  charge  of  $2  referred  to  in  Rule  No.  17  of  respondent's  rules 
and  regulations  is  excessive.  It  is  our  further  opinion  that  a  con- 
sumer occupying  premises  for  a  period  of  one  month  or  more  should 
not  be  charged  a  minimum  bill  in  excess  of  the  minimum  bill  at 
present  effective  as  part  of  the  regular  rate  schedule;  said  minimum 
bill  being  50  cents  per  month  for  gas  service  and  $1  per  month  for 
electric  service.  In  the  case  of  a  consumer  who  changes  his  resi- 
dence within  a  period  of  less  than  one  month  and  who  receives 
service  from  respondent  at  both  such  addresses,  an  addition  to  the 
minimum  bill  of  the  amount  of  50  cents  for  gas  service  and  50  cents 
for  electric  service  shall  not  be  deemed  excessive." 


DISTRICT  OF  COLUMBIA 


31C— Valuation. 


Washington  &  Maryland  Railway  Company.  Decision  of  the 
Public  Utilities  Commission  of  the  District  of  Columbia,  De- 
termining the  Value  of  the  Property.     April  2,  1915. 

In  compliance  with  the  provisions  of  the  Public  Utihties  Law,  the 
Commission  made  a  valuation  of  the  property  of  the  Washington  & 
Maryland  Railway  Company.  A  public  hearing  was  held  upon  the 
inventory  and  valuation  prepared  by  the  Commission,  and  this  de- 
cision presents  the  Commission's  final  determination  of  matters  in 
dispute. 

314 — Overhead  Charges. 

"The  utihty  makes  the  objection  that  nothing  has  been  allowed 
for  legal  expenses,  superintendence,  pre-organization  expenses  and 
promotion  expenses.  The  Commission  is  of  the  opinion  that,  in 
determining  the  cost  of  reproduction  new,  there  should  be  added 
the  following  percentages: 

Utility's  engineering  and  superintendence 5% 

Interest  during  construction 3% 

Legal,  organization,  insurance,  omissions  and  contingencies 3% 

Total 11% 

"Since  these  values  depreciate  with  the  property,  the  11  per  cent, 
should  be  figured  on  the  depreciated  value  in  determining  the  cost 
of  reproduction  new,  less  depreciation. 


M 


314.44 — Contractor's  Profit. 

"The  utility  took  exception  to  the  fact  that,  in  connection  with  the 
cost  of  reproduction  new,  there  was  figured  in  the  labor  items, 
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a  contractor's  profit  of  15  per  cent.,  the  utility  contending  that  the 
15  per  cent,  should  be  figured  on  the  cost  of  material,  as  well  as  on 
the  cost  of  labor.  In  arriving  at  the  values  for  contractor's  profit, 
the  Commission  was  influenced  by  the  manner  in  which  the  work 
of  construction  of  the  road  was  actually  done.  In  the  case  of  the 
concrete  culvert  on  Kennedy  Street,  the  Baltimore  and  Ohio  Rail- 
road bridge  and  the  sub-station  building,  the  material  was  actually 
furnished  by  the  contractor.  It  was,  therefore,  assumed  that  this 
would  be  done  in  case  of  reconstruction,  and  consequently  the 
contractor's  profit  was  figured  on  the  cost  of  material,  as  well  as 
on  the  cost  of  labor.  On  other  work,  however,  the  material  was 
purchased  and  delivered  on  the  job  by  the  utility.  In  these  cases, 
the  contractor's  profit  was  figured  on  the  cost  of  labor  only.  This 
practice  is  general,  has  been  done  locally  in  similar  classes  of  work 
and  is  correct  in  the  opinion  of  the  Commission." 

360 — Depreciation. 

The  company  is  ordered  to  conform  its  depreciation  accounts  to  the 
following  rates  of  depreciation,  based  on  the  cost  of  property  new: 

Way  and  structure 3 .  34% 

Power  plant  equipment 4 .  25% 


NEW  YORK 


340— Rate  of  Return. 


New  York  Telephone  Company,  Investigation  of  Rates  and  Charges 
For  Service  Within  the  City  of  New  York.  Decision  of  the  New  York 
Public  Service  Commission   (2D),  Fixing  Rates.     March  30,  1915. 

The  Commission,  in  its  investigation  to  determine  reasonable  rates 
for  telephone  service  within  New  York  City,  held  that  the  company  is 
entitled  to  a  return  of  8  per  cent  upon  the  value  of  the  property. 


MAINE 

113 — Financing. 

Apphcation  of  the  Black  Stream  Electric  Company,  For  Authority 
to  Issue  Securities.  Decision  of  the  Maine  Public  Utilities  Com- 
mission, Granting  the  Application.     May  13,  1915. 

The  appUcant  is  a  new  corporation.  The  company,  in  its  application, 
requested  that  it  be  authorized  to  issue  stock  at  less  than  par.  The 
request  was  not  urged  by  the  company,  and  the  question  of  policy  is 
not  important  in  this  case. 
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"But  it  is  the  first  instance  in  which  the  Commission  has  had  to 
act  upon  a  request  to  issue  stock  at  less  than  par,  and  the  policy  which 
we  have  determined  upon  will  be  applicable  to  all  cases  within  the 
limitations  hereinafter  laid  down. 

"The  law  of  the  State  does  not  prohibit  such  stock  from  being 
issued  and  sold  at  less  than  par.  It  is  content  that  stock  so  issued 
carry  with  it  certain  liabilities  of  the  subscribers  to  such  stock, 
in  case  of  failure  of  the  corporation  to  meet  its  obligations  to 
creditors.  With  this  general  legislative  policy,  this  commission 
has  no  concern  officially.  Nor  will  the  commission  at  this  time 
attempt  to  fix  any  rule  governing  additional  issues  of  capital  stock 
by  corporations  already  doing  business,  when  new  stockholders 
must  share  according  to  the  number  of  their  shares  with  those  who 
previously  acquired  their  holdings  under  different  conditions. 
Another  course  may  or  may  not  be  justifiable  in  such  instances  and 
will  be  considered  when  the  exigency  arises. 

"But  we  see  no  reason  why,  when  a  new  utility  is  being  financed 
and  all  stockholders  have  an  opportunity  to  come  in  on  the  same 
terms,  the  certificates  of  stock  should  not  mean  precisely  what 
they  say.  In  other  words,  should  not  speak  the  exact  truth.  No 
one  is  then  deceived.  No  one  is  in  doubt.  The  subscribing  stock- 
holder knows  that  he  has  discharged  his  entire  liability,  once  for  all 
time.  A  subsequent  purchaser  knows  that  the  corporation  has 
received  full  value  for  the  certificate  he  purchases.  The  public 
knows  that  the  corporation  has  received  so  much  real  value.  The 
actual  value  of  the  assets  of  the  utility  thus  keeps  pace  with  the  book 
value  so  far  as  the  business  foresight  and  capacity  of  its  promoters 
and  managers  can  make  it. 

"On  the  other  hand,  if  the  stock  is  sold  at  less  than  par,  the  balance 
sheet  of  the  corporation  is  likely  to  be  misleading  from  the  start.  A 
bookkeeping  liability  in  excess  of  actual  value  is  created,  and  some 
fiction  usually  practiced  to  make  the  assets  and  liabilities  balance. 
This  may,  or  may  not,  be  overcome  in  time  by  successful  manage- 
ment and  conservative  practices  in  the  payment  of  dividends. 

"In  the  meantime  the  stock  changes  hands.  Persons  are  induced 
to  purchase  on  the  supposition  that  the  real  assets  are  equal  to  the 
book  assets.  Then,  if  a  question  of  rates  arises  and  is  adjusted, 
as  it  must  be,  on  the  actual  value  of  the  plant,  such  stockholders 
are  likely  to  realize  for  the  first  time  that  their  stock  does  not  represent 
what  it  purports  to  represent.  This  practice  has  accounted  in  large 
measure  for  serious  losses  to  innocent  stockholders,  and  if  persisted 
in  now  that  rates  and  charges  are  subject  to  regulation,  is  likely  to 
be  even  more  disastrous. 

"Nor  can  it  be  any  real  hardship  to  require  subscribers  to  the 
capital  stock  of  new  utilities  to  pay  in  full  for  their  stock,  because 
they  are  in  effect  only  partners  in  the  enterprise  and  if  all  pay  alike 
they  own  the  same  respective  portions  of  the  entire  plant." 
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NEW  JERSEY 


129 . 1— D  iscrimination . 


New  Jersey  Water  Company  v.  Efhraim  T.  Gill.  Application  For 
Authority  to  Discontinue  Contract  Alleged  to  Be  Discriminatory. 
Decision  of  the  New  Jersey  Board  of  Public  Utility  Commissioners, 
Dismissing  the  Petition.     December  21,  1914. 

The  company  alleged  that  a  contract,  under  which  it  is  furnishing 
water  to  the  respondent,  is  unduly  preferential  and  unjustly  dis- 
criminatory, and  asks  for  authority  to  charge  the  regular  rates  for  the 
service. 

"This  case  is  somewhat  novel,  in  that  the  utility  applies  to  the 
Board  to  have  it  declare  the  terms  of  the  contract  to  be  a  discrimi- 
nation and  to  order  it  to  cease  furnishing  service  thereunder. 

"In  this  case  it  is  clearly  the  duty  of  the  utility  not  to  discriminate 
as  between  its  customers,  and  it  not  infrequently  happens  that 
after  the  utility  has  declined  to  furnish  the  service  contracted  for, 
the  consumer  applies  to  the  Board  for  an  order  requiring  the  utility 
to  comply  with  the  terms  of  the  contract.  In  view  of  the  clear  legal 
duty  of  utilities  to  refrain  from  giving  undue  preferences,  it  is  the 
opinion  of  the  Board  that  the  utility  should  first  determine  the 
effect  of  the  contract  and  act  accordingly.  If  the  consumer  feels 
himself  aggrieved  by  the  action  of  the  company,  he  may  apply 
for  an  order  requiring  the  company  to  furnish  service  under  the 
terms  of  the  contract.  Upon  presentation  of  all  the  facts,  the  Board 
will  be  in  position  to  determine  whether  service  should  be  furnished 
thereunder 

"It  is  the  duty  of  the  Board,  and  it  will  endeavor  at  all  times  to 
prevent  undue  preferences  and  discriminations,  but  there  is  serious 
doubt  whether  it  should  not  require  utilities  to  take  steps  to  remove 
discriminations,  rather  than  apply  to  the  Board  to  be  relieved  from 
the  performance  of  its  duty,  inasmuch  as  it  is  fully  cognizant  of  the 
fact,  and  there  is  an  affirmative  duty  upon  it  to  refrain  from  dis- 
criminating. 

"In  cases  of  doubt,  a  suit  to  recover  the  value  of  the  service  rendered, 
or  an  appeal  to  this  Board  for  a  determination  of  the  question,  after 
refusal  by  the  company  to  continue  what  it  believes  to  be  a  dis- 
crimination, would  appear  to  be  appropriate  ways  to  have  the  matter 
passed  upon. 

"The  mere  difference  in  the  amount  paid  by  consumers  would  not 
in  itself  be  conclusive  proof  of  discrimination,  when  it  also  appears 
that  the  company  secured  valuable  grants  which  \v(>re  to  be  paid  for 
in  service. 

"In  view  of  the  considerations  pointed  out,  the  petition  will  be  dis- 
missed." 
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NEW  YORK 

244— Rehearings  and  Appeal. 

C.  Perceval,  Inc.,  v.  The  New  York  Edison  Company,  Application 
for  Reopening  of  Case  Respecting  Breakdown  Service.  Decision  of 
the  New  York  Public  Service  Commission  (ID),  Denying  the  Appli- 
cation.    November  6,  1914. 

The  respondent  company  applied  for  a  reopening  of  this  case,  and 
asked  that  it  be  permitted  to  introduce  testimony  in  regard  to  the 
costs  of  breakdown  service.  The  decision  of  the  Commission  was 
reported  in  5  Rate  Research  291.  The  order  was  reviewed  by  the  court, 
as  reported  in  5  Rate  Research  311,  and  later  the  Commission  issued  an 
order  in  conformity  with  the  opinion  of  the  Appellate  Division.  The 
Commission  now  denies  the  application  for  a  rehearing  on  the  ground 
that  the  evidence  sought  to  be  entered  would  not  affect  the  opinion 
of  the  court  and  the  subsequent  order. 

"Generally  speaking,  the  Commission  is  opposed  to  the  reopening 
of  cases  after  they  have  been  closed.  Interested  parties  ^hould 
prepare  their  cases  with  care,  should  place  all  of  their  testimony 
before  the  Commission  before  hearings  are  closed  and  should  not 
ask  that  cases  be  reopened,  except  under  unusual  circumstances 
or  when  new  testimony  has  been  found  which  was  not  available 
when  the  hearing  was  closed  or  was  not  known  to  either  party  and 
could  not  reasonably  have  been  ascertained  by  diligent  investigation. 
The  Commission  has  not  infrequently  refused  to  reopen  cases  where 
good  cause  was  not  shown,  and  matter  will  be  more  fully  presented 
and  more  expeditiously  and  wisely  decided  if  all  parties  coming 
before  the  Commission  realize  that  cases  are  not  reopened  unless 
urgent  and  very  important  reasons  are  shown  for  such  procedure." 

COURT  DECISIONS 

UNITED  STATES 

132 — Protection  from  Competition. 

Kansas  Gas  &  Electric  Co.  v.  City  of  Cherrya^\le  et  al.  Decision 
of  the  Circuit  Court  of  Appeals,  Eighth  Circuit.  March  1,  1915. 
221  Federal  237. 

The  appellant,  the  Kansas  Gas  and  Electric  Company  brought  suit 
in  equity  to  enjoin  the  city  of  Cherry  vale  from  cancelling  a  contract 
existing  between  the  city  and  the  company  for  pumping  water  and  fur- 
nishing electric  light  to  the  city;  and  also  to  enjoin  the  city  from  enter- 
ing into  a  similar  contract  for  the  performance  of  these  services  by  other 
parties,  Siggins  and  Smith.  The  trial  court  rendered  a  decree  enjoin- 
ing the  city  from  cancelling  the  contract  with  appellant,  but  dismissing 
the  petition  regarding  a  contract  with  Siggins  and  Smith.  Upon  the 
appeal  of  the  company  from  the  latter  decree,  the  Circuit  Court  affirms 
the  judgment  of  the  lower  court.     The  question  considered  by  the  higher 
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court  was,  whether  or  not  Siggins  and  Smith  might  enter  into  a  contract 
with  the  city  without  first  having  secured  a  certificate  from  the  Pubhc 
UtiUties  Commission  of  the  State  permitting  it  to  do  so.  The  court 
is  concerned  with  the  interpretation  of  the  following  sections  of  the 
Kansas  Public  Utilities  Law: 

"Section  31  of  the  act  is  as  follows: 

"  'No  common  carrier  or  pubUc  utility  governed  by  the  provisions 
of  this  act  shall  transact  business  in  the  state  of  Kansas  until  it  shall 
have  obtained  a  certificate  from  the  Public  Utilities  Commission 
that  pubhc  convenience  will  be  promoted  by  the  transaction  of  said 
business  and  permitting  said  applicants  to  transact  the  business 
of  a  common  carrier  or  public  utility  in  this  state.' 

"Section  33  of  the  act  is  as  follows: 

"  'Every  municipal  council  or  commission  shall  have  the  power 
and  authority  subject  to  any  law  in  force  at  the  time,  to  contract 
with  any  public  utility  or  common  carrier,  situated  and  operated 
wholly  or  principally  within  any  city  or  principally  operated  for  the 
benefit  of  such  city  or  its  people  by  ordinance  or  resolution  duly 
considered  and  regularly  adopted.    .    .    .' 

"This  section  (33)  empowers  the  Pubhc  Utilities  Commission  of  the 
state  to  review  in  certain  specified  particulars  and  in  a  certain 
specified  manner  the  reasonableness  of  privileges  and  franchises 
granted  by  municipalities  to  pubhc  utilities  for  certain  purposes, 
but  this  power  to  review  does  not  in  any  way  modify  or  affect  the 
power  to  control  and  regulate  public  utilities  operated  wholly  or 
principally  within  a  city,  vested  by  Section  3  exclusively  in  such  city, 
or  the  power  conferred  upon  municipal  councils  by  Section  33  just 
adverted  to. 

"Appellant's  counsel  contend  that  Siggins  and  Smith,  being  a 
public  utility,  as  is  conceded,  were  governed  by  the  provisions  of 
Section  31,  and  could  not  transact  business  in  the  State  of  Kansas 
until  they  had  obtained  a  certificate  from  the  Public  Utilities  Com- 
mission of  the  state  as  required  by  that  section.  It  appears  as  an 
uncontradicted  fact  in  this  case  that  the  business  in  which  Siggins 
and  Smith  proposed  to  engage — 

"  'is  situated  and  located  wholly  within  the  City  of  Cherry  vale, 
Montgomery  county,  Kan.,  and  such  proposed  business  is  and  will 
be  conducted  solely  and  entirely  for  the  exclusive  benefit,  use  and 
advantage  of  the  inhabitants  of  the  City  of  Cherryvale,  and  not 
for  the  use,  benefit  or  advantage  of  any  other  municipality,  cor- 
poration, firm,  or  person  whatsoever.' 

"The  question  is  whether,  in  view  of  this  conceded  fact,  Siggins 
and  Smith  were  required  to  obtain  the  certificate  of  the  Pubhc 
Utilities  Commission  of  the  state  before  engaging  in  their  contem- 
plated  business. 

"Inasmuch  as  it  appears  that  only  such  public  utilities  as  'are  gov- 
erned by  the  provisions  of  the  act'  were  required  to  obtain  such 
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certificate,  and  inasmuch  as  it  appears  that  Siggins  and  Smith,  in 
so  far  as  their  contemplated  business  in  the  City  of  Cherryvale  is 
concerned,  were  not  governed  by  the  provisions  of  the  act,  but  were 
subject  to  the  exclusive  control  and  regulation  of  that  city,  it  nec- 
essarily follows  that  they  were  under  no  obligation  to  secure  a  cer- 
tificate of  authority  to  do  business  in  that  city  from  the  Public 
Utilities  Commission  of  the  state.  State  ex  rel  Marshall  v.  Wyan- 
dote  County  Gas  Co.,  88  Kan.  165,  127  Pac.  639." 


INDIANA 

224.2— Contracts. 

Rice  V.  The  City  of  Indianapolis.  Decision  of  the  Supreme  Court 
OF  Indiana.     April  23,  1915.     108  Northwestern  584. 

Suit  was  brought  to  enjoin  the  City  of  Indianapolis  from  carrying  out 
a  contract  with  the  Merchants'  Heat  and  Light  Company  entered  into 
April  25,  1914,  for  the  lighting  of  the  streets  and  public  buildings  of  the 
city.  The  trial  court  sustained  a  demurrer  to  the  complaint,  and 
this  ruling  is  affirmed  by  the  Supreme  Court. 

The  appiellant  urged  that  the  action  of  the  city  in  contracting  for  ser- 
vice at  a  given  rate  is  not  consistent  with  the  power  of  the  Public 
Service  Commission  over  rates  and  service  of  such  companies.  The 
court  says: 

"Section  41  of  this  act  (Public  Utilities  Act)  provides  that  every 
public  utility  shall  file  with  the  commission,  within  a  time  to  be 
fixed  by  such  commission,  schedules  which  shall  be  open  to  public 
inspection  showing  all  rates,  tolls,  and  charges  which  have  been  estab- 
lished by  it,  and  which  are  enforced  at  the  time,  for  any  service 
performed  by  it  within  the  state.  From  the  provisions  of  this  sec- 
tion it  is  clear  that  the  initial  rate  is  to  be  fixed  by  the  filing  of  the 
schedule  of  rates  with  the  Public  Utilities  Commission,  and  it  can 
make  no  possible  difference  whether  the  rates  set  out  in  this  schedule 
are  fixed  by  agreement,  or  whether  they  are  fixed  by  the  utility 
company  proposing  to  render  the  service.  If  a  proper  rate  is  fixed 
by  the  utility  company,  and  a  schedule  containing  such  rate  is  filed 
with  the  commission,  the  contract  of  the  municipality  by  which  it 
assents  to  such  rate  would  not  invalidate  it." 

The  appellant  sought  to  enjoin  the  performance  of  the  contract  first 
as  a  taxpayer  and  second  as  a  consumer. 

"As  a  taxpayer,  appellant  has  no  interest  in  the  contract  except 
in  so  far  as  its  performance  will  affect  the  public  treasury  of  the  city, 
and,  having  failed  to  show  by  proper  allegations  that  any  of  the  public 
funds  are  in  danger  of  being  illegally  dissipated,  the  first  paragraph 
of  complaint  fails  to  state  a  cause  of  action.  If  appellee  company 
is  permitted  to  collect  only  such  rates  as  are  fixed  by  the  Public 
Service  Commission,  and  the  city  is  permitted  to  pay  only  such 
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rates,  appellant's  rights  as  a  private  consumer  of  current  will  not 
be  affected,  as  the  presumption  obtains  that  the  rates  will  be  reason- 
able and  fair  to  all  concerned.  For  this  reason  the  second  para- 
graph of  complaint  fails  to  state  facts  sufficient  to  constitute  a  cause 
of  action  in  favor  of  appellant  as  a  private  consumer." 


REFERENCES 
RATES 

720— Rate  Schedules. 

Analysis  of  Rates  of  Gas  and  Electric  Utilities  in  Oklahoma, 
by  R.  W.  Stinson  and  Homer  Livergood.  Paper  presented  at  the 
Annual  Convention  of  the  Oklahoma  Gas,  Electric  and  Street  Railway 
Association,  Oklahoma  City,  Oklahoma.  May  12-14,  1915.  Pamphlet 
61  pages. 

The  paper  contains  a  compilation  of  all  the  electric  rate  schedules  of  private  and 
municipal  plants  in  the  state  of  Oklahoma.  Cost  curves  are  drawn  for  lighting 
and  power  rates  for  a  number  of  utilities,  both  private  and  mimicipal.  The  in- 
troduction to  the  paper  explains  these  curves  and  discusses  problems  of  rate 
making  and  regulation  by  state  commissions.  It  is  stated  that  the  best  control 
of  a  utility  is  that  which  develops  an  eagerness  and  ability  on  the  part  of  the 
company  to  furnish  service  and  an  equal  eagerness  and  ability  on  the  part  of  the 
consumer  to  purchase  the  service.  To  develop  this  eagerness  on  the  part  of  both 
company  and  consumer  there  must  be: 

(1)  A  diversified  use  of  electric  energy;  (2)  a  fair  public  service  commission  to  act 
as  a  board  of  arbitration  between  the  company  and  consumers;  (3)  a  liberal  rate  of 
return  on  the  investment;  (4)  confidence  in  the  company  and  its  rates;  and  (5) 
there  must  be  some  incentive  for  the  company  to  make  economies  in  construction 
and  operation. 

450— Value  of  Service  Theory. 

The  following  is  an  extract  from  the  discussion  of  methods  of  establishing  and 

classifying  electric  rates: 

"It  is  useless  to  establish  rates  too  high  to  secure  the  business  for  which  they 
are  designed,  and  this  brings  us  to  the  general  conclusion  that  the  pro-rated 
cost  of  service  is  not  the  only  thing  to  be  considered.  Rates  must  be  based 
on  cost,  but  must  be  low  enough  to  induce  consumers  to  use  central-station 
service  rather  than  any  substitute.     .     .     . 

"Where  some  particular  class  of  business  cannot  be  obtained  with  rates  based 
on  average  pro-rated  costs,  we  should  try  rates  based  on  increment  costs  of 
such  service,  and  this  cannot  be  considered  discriminatory  because  the  other 
consumers  are  not  only  no  worse  off  than  if  this  new  business  were  not  secured, 
but  the  increased  output  will  help  to  decrease  unit  generation  costs,  benefiting 
all  consumers. 

"We  may  also  consider  that  the  central  station's  function  is  primarily  to 
provide  for  the  consumer  who  cannot  serve  himself.  Therefore,  such  consumers 
(namely,  average  lighting  and  small  motor-service  users),  should  proijcrly 
bear  all  organization  charges  and  general  exj)enses.  They  benefit  by  increase 
in  total  output  or  load-factors  and  therefore  by  conunercial  development  along 
new  lines.  It  is  generallv  necessary  to  offer  inducements  to  encourage  new 
developments,  and  this  we  can  do  by  basing  rates  for  such  service  on  mcremcnt 
costs.  Such  a  basis  should,  however,  l)e  considered  a  i)ositivc  mnumum. 
Lower  rates  would  be  below  cost  and  would  injure  the  other  classes." 
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INVESTMENT  AND  RETURN 

310— Valuation. 

Utility  Appraisals  Under  Order  No.  774  of  the  Corporation 
Commission  of  Oklahoma,  by  George  B.  Saunders.  Paper  Read 
before  the  Oklahoma  Gas,  Electric  and  Street  Railway  Association, 
Oklahoma  City,  Oklahoma.     May  12-14,  1915.     Pamphlet  15  pages. 

The  paper  discussed  the  appraisal  of  public  utility  property  under  the  order  of  the 
Oklahoma  Corporation  Commission,  which  required  all  gas  and  electric  utilities 
of  the  state  to  file  complete  inventories  of  their  properties. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practice. 

Government  Regulation  of  Business,  by  James  T.  Young.  An7ials 
of  the  American  Academy  of  Political  and  Social  Science.  May  1915, 
p.  212. 

In  discussing  government  regulation  of  business,  the  tendency  toward  the  substi- 
tution of  regulation  by  commissions  for  regulation  by  the  courts  is  noted  with  favor. 
The  results  obtained  through  regulation  of  public  utilities  by  administrative  com- 
missions is  compared  with  what  might  be  accomplished  in  the  courts.  The  advant- 
ages of  commission  regulation  are  stated  as  follows: 

"(a)  Constant  accessibility — all  commissions  are  required  by  law  to  be  per- 
manently open  for  business. 

"(b)  Expert  service — all  our  commissions  employ  a  staff  of  skilled  investigators 
to  bring  in  the  facts.  This  independent,  impartial  testimony  from  an  unbiased 
point  of  view  is  invaluable. 

"(c)  The  commission  offers  a  cheap,  quick  and  informal  procedure.  This 
our  courts  cannot  or  will  not  do  since  they  are  held  in  leash  by  ancient  custom 
and  tradition. 

"(d)  The  commissions,  as  we  have  just  seen,  not  only  decide  individual  cases, 
but  issue  sets  of  regulations  and  rules  to  execute  the  law.  In  short,  they  decide 
in  advance  most  of  the  disputes  which  might  come  to  them  and  apply  the  general 
principles  of  the  law  to  vast  nurnbers  of  cases  to  prevent  disputes.  This  is 
probably  their  highest  service  and  too  little  attention  has  been  paid  to  it  by 
the  public.  Courts  decide,  while  commissions  not  only  decide  but  prevent. 
If  our  courts  could  filfill  all  these  invaluable  functions,  we  should  have  no 
need  for  commissions." 

COURT  DECISION  REFERENCES 

200 — Public  Utility  Regulation— Law  and  Practice. 

State  Public  Utilities  Commission  v.  Monarch  Refrigerating 
Co.  Decision  of  the  Supreme  Court  of  Illinois.  April  22,  1915, 
108  Northwestern  716. 

The  company,  which  conducts  a  general  warehouse  and  cold  storage  business  in 
Chicago,  appealed  from  an  order  of  the  circuit  court  which  affirmed  an  order  of  the 
Illinois  Commission  holding  that  the  company  is  a  public  utility  and  requiring  it 
to  file  and  keep  open  for  public  inspection  a  schedule  showing  all  rates  and  other 
charges  and  classifications  for  services  performed  by  it  in  connection  with  its 
intrastate  business.     The  decision  of  the  lower  court  is  affirmed.     The  court  says: 


144  7  R  a  t  e     R 


e  s  e  a  r  c 


"Whether  a  given  business,  industry,  or  service  rendered  is  a  public  utility 
depends,  not  upon  legislative  definition,  but  upon  the  particular  facts  and 
circumstances  in  each  case.  It  is  the  nature  of  the  business  or  service  rendered — 
its  public  character — that  makes  its  regulation  a  matter  of  public  consequence 
or  concern  because  it  affects  the  whole  community,  that  stamps  it  with  such  a 
public  interest  that  it  is  properly  subject  to  legislative  supervision  and  control. 
The  legislative  declaration  that  a  certain  business  shall  be  deemed  a  public 
utility  would  not  make  it  such,  if  in  fact  the  business  as  conducted  is  not  im- 
pressed with  a  public  use  or  carried  on  for  the  public  benefit.  The  act  does  not 
create,  but  only  regulates,  existing  public  utilities." 

224r— Rates. 

Chicago  M.  &  St.  P.  Ry.  Co.  v.  State  Public  Utilities  Commission. 
Decision  of  the  Supreme  Court  of  Illinois,  April  22,  1915,  108  North- 
western 729. 

The  court  upholds  an  order  of  the  circuit  court  which  affirmed  an  order  of  the 
Commission  establishing  certain  freight  rates.     The  court  says,  in  conclusion: 

"The  power  to  fix  rates  is  legislative,  whether  exercised  by  the  Legislature 
directly,  or  by  an  administrative  body  under  delegated  authority.  The  fixing 
of  rates  is  not  a  judicial  function,  and  the  right  to  review  the  conclusion  of  the 
Legislature  or  an  administrative  body  is  limited  to  determining  whether  the 
board  acted  within  the  scope  of  its  authority  or  the  order  is  without  foundation 
in  the  evidence,  or  a  constitutional  right  of  the  carrier  has  been  infringed  upon 
by  fixing  rates  which  are  confiscatory  or  insufficient  to  pay  the  cost  of  the  traffic 
and  return  to  the  carrier  a  reasonable  profit  on  the  investment.  Interstate 
Commerce  Commission  v.  Illinois  Central  Railroad  Co.,  215  L'.  S.  452,  30 
Sup.  Ct.  155,  54  L.  Ed.  280;  Interstate  Commerce  Commission  v.  Chicago, 
Rock  Island  &  Pacific  Railway  Co.,  218  U.  S.  88,  30  Sup.  Ct.  651,  54  L.  Ed. 
946.     .     .     . 

"The  order  had  a  substantial  basis  in  the  evidence,  and  there  is  no  ground 
upon  which  the  court  could  interfere  with  the  judgment  of  the  Commission." 

224.2— Contracts. 

Kaul  et  al.  v.  American  Independent  Telephone  Co.  Decision 
of  the  Supreme  Court  of  Kansas.     April  10,  1915.     147  Pacific  1130. 

The  plaintiff  alleged  that  the  defendant  telephone  company  threatened  to  abrogate 
a  contract  and  disconnect  plaintiff's  telephone  line  from  defendant's  exchange, 
and  this  suit  was  brought  to  enjoin  the  action  threatened  by  the  defendant.  It 
was  urged  in  reply  that  the  contract  rates  are  unreasonable  and  that  the  contract 
could  not  be  enforced  because  of  the  provisions  of  the  state  public  utilities  act, 
recently  enacted.     The  court  says: 

"The  passage  of  the  act  did  not  automatically  overthrow  contracts  nor  set 
aside  schedules  of  rates  which  had  been  agreed  upon.  Neither  did  the  fact  that 
the  defendant  published  and  filed  a  schedule  of  rates  with  the  jiublic  utilities 
commission  abrogate  the  contract.  In  any  event,  rates  previously  agreed  upon 
between  utilities  and  patrons  will  continue  in  force  until  the  commission  has 
found  them  to  be  unreasonable  and  has  prescribed  other  rates.  The  passage 
of  the  ;ict  did  not  take  from  the  court  the  i)ower  and  duty  to  j)revent  the  inter- 
ruj)tion  of  the  service  at  the  rates  agreed  u])()n  or  otherwise  fixed  until  action 
had  been  taken  by  the  ('ommission.  Without  determining  the  extent  of  the 
powers  of  the  commission  to  regulate  rates  previously  fixed  l)y  contract,  nothing 
appears  here  to  show  that  the  judgment  of  the  court  in  enjoining  the  defendant 
from  disconnecting  the  lines  of  the  plaintifTs  from  its  exchange  or  from  refusing 
the  continuance  of  the  service  which  had  been  given  under  the  contract  since 
1903  was  unlawful." 
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For  statement  of  facts  and   opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


ENGLISH  RATES 

523.5  RATEABLE  VALUE  BASIS 

Rateable  Value  Tariff.  Explanation  of  the  Basis  for  the  Rateable 
Value  Method  of  Charging  for  Electric  Service,  by  A.  Hugh  Seabrook 
Letter  under  date  of  May  10,  1915. 

Rate  Research  requested  Mr.  A.  Hugh  Seabrook,  Secretary  and 
General  Manager  of  the  St.  Marlebone  Electric  Supply,  to  give  an 
explanation  of  the  method  of  determining  the  rateable  value  basis  for 
charging  in  the  residence  tariff  used  by  some  of  the  members  of  the 
"Point-Fives"  Association  of  England.  The  followmg  is  an  abstract 
from  his  letter  in  reply: 

"The  rateable  value  of  property  in  England  is  a  fairly  definite  figure 
and  only  varies  within  comparatively  small  limits  in  various  dis- 
tricts. The  rateable  value  of  houses  the  same  size  with  the  same 
amount  of  ground  chiefly  varies  on  account  of  the  situation. 

"In  the  West  End  of  London  a  residence  of  a  certain  size  will  have 
a  much  higher  rateable  value  than  a  house  the  same  size  m  the 
suburbs,  the  reason  being  that  the  person  who  elects  to  live  in  the 
West  End  of  London  has  to  stand  higher  expenses  in  every  direc- 
tion— land  dearer,  rent,  tradesmen's  accounts,  and  so  on.  The 
same  size  house  on  the  front  at  Brighton  would  also  have  a  higher 
rateable  value  than  the  same  size  house  in  an  inland  village  or  even 
in  a  part  of  Brighton  two  or  three  miles  from  the  sea. 

"We  do  not  find,  however,  that  these  variations  seriously  affect 
the  rateable  value  method  of  charging  for  electricity.  A  very  com- 
mon percentage  of  rateable  value  to  rent  is  80%  so  that  a  house 
rented  at  £100  per  annum  would  have  a  rateable  value  of  £80  per 
annum.  In  some  cases,  of  course,  it  is  60%,  in  others  100%,  depend- 
ing on  the  neighborhood. 

"In  the  differential  charge  for  electricity,  the  primary  charge  carries 
between   10%  and   15%  per  annum  of  the  rateable  value  of  the 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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house,  plus  a  low  secondary  rate  per  unit,  varying  from  |d.  to  Id. 
in  different  districts.  In  a  district  charging  10%  as  the  primary 
charge,  a  house  with  a  rateable  value  of  £80  per  annum  would  be 
charged  £8  fixed  annual  charge,  plus  the  secondary  rate  per  unit. 

"This  system  of  charging  is,  of  course,  almost  invariably  optional. 
If  any  consumer  has  such  a  very  high  rateable  ^'alue  in  proportion 
to  the  rent  of  his  house  that  that  system  of  charging  would  make 
electricity  come  out  very  expensive  for  him,  he  always  has  the  option 
of  adopting  one  of  the  alternating  rates,  such  as  a  fiat  rate  per 
unit." 

A  schedule  of  rates,  based  on  rateable  value  was  adopted  by  the  city 
of  Leeds,  effective  January  1,  1915,  as  an  optional  rate  for  consumers 
of  electrical  energy  "for  any  purpose  on  premises  occupied  solely  as 
private  residences."  This  schedule  was  given  in  6  Rate  Research  355. 
Other  examples  of  this  system  of  charging  are  as  follows: 

The  City  of  Chester,  England,  adopted  a  residential  tariff  on  the 
rateable  value  basis  of  12|%,  plus  ^d.  (1  cent)  per  unit  of  energy  con- 
sumed. 

The  following  rateable  value  charges  in  effect  April,  1912,  were  offered 
by  the  City  of  Liverpool: 

"For  private  houses  only,  a  fixed  quarterly  charge  of  2|  per  cent 
and  one  penny  (2  cents)  per  unit. 

"A  fixed  quarterly  charge  of  3^  per  cent  on  the  rateable  value  of 
the  premises  (not  being  a  private  house)  and  one  penny  (2  cents) 
per  unit." 

The  City  of  Manchester,  in  June,  1913,  adopted  the  rateable  value 
tariff  for  domestic  uses,  the  charge  being  based  on  12|%  of  the  net 
rateable  value,  and  fd.  (1  cent)  per  unit  energy  supplied.  The  cus- 
tomer is  required  to  install  for  domestic  power  purposes  a  certain 
minimum  number  of  kilowatts  in  addition  to  the  lighting  requirements. 

The  following  rateable  value  tariff  was  put  in  effect,  April,  1913,  by 
the  Corporation  Electricity  Works,  Burn  Road,  West  Hartlepool: 

"This  method  of  charging  is  only  applicable  to  private  houses,  and 
is  as  follows:  The  Corporation  are  prepared  to  supply  Electrical 
Energy  to  private  houses  at  |d.  (1  cent)  per  unit  for  lighting,  heat- 
ing and  cooking,  plus  a  fixed  charge  per  annum  on  the  rateable 
value,  such  fixed  charge  to  be  as  follows: 

"(a)  For  houses  rated  up  to  £20(197.30),  2/-  (2  shillings,  0  pence, 
or  48  cents)  in  the  £  (.|4.8G5)  per  annum  on  the  Rateable  Value. 

"(b)  For  houses  rated  for  £20  (197.30),  and  exceeding  £40  ($194.00) 
3/-  (3  shillings,  0  pence,  or  72  cents)  in  the  £  ($4,865)  per  annum 
on  the  Rateable  Value. 

"(c)  For  houses  exceeding  £40  ($194.60)  Rateable  Value  such 
sum  as  may  be  agreed. 

"No  meter  rents  will  be  charged  under  this  system." 
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INTERSTATE  COMMERCE  COMMISSION 
ORIGINAL  COST  BASIS 

311.1 — Original  Cost. 

The  Original  Cost  Basis  for  the  Valuation  of  Railroads  by  the 
Interstate  Commerce  Commission. 

In  the  annual  report  of  the  Interstate  Commerce  Commission  for  the 
year  1914,  an  account  is  given  of  the  work  of  the  Division  of  Valuation 
under  the  special  act  of  March  1,  191.3,  providing  for  a  complete  and 
accurate  inventory  and  valuation  of  the  properties  of  common  carriers 
subject  to  the  act  to  regulate  commerce.  Judging  from  the  work 
already  accomplished,  the  Commission  expresses  doubt  as  to  the  prac- 
ticability of  determining  the  original  cost  of  the  property.  On  page 
64  the  report  says: 

"The  act  requires  the  Commission  to  ascertain  and  report  in  detail 
the  original  cost  to  date  of  each  piece  of  property.  About  the  time 
that  engineering  work  was  begun  in  the  field,  accountants  were 
put  to  work  upon  the  accounts  of  the  railroads  selected  for  initial 
valuation  in  the  various  districts,  with  instructions  to  obtam,  as 
far  as  possible,  all  the  facts  of  an  accounting  nature  called  for  by 
the  act.  Final  reports  upon  the  Texas  Midland  and  the  New 
Orleans,  Texas  &  Mexico  have  been  received.  Work  upon  the 
other  three  roads  has  not  been  completed. 

"The  Commission  has  not  as  yet  been  able  to  examine  these  reports 
with  sufficient  care  to  form  a  final  opinion,  but  they  seem  to  show 
that  the  attempt  to  'report  in  detail  as  to  each  piece  of  property' 
the  original  cost  to  date,  has  involved  an  expenditure  out  of  all 
proportion  to  the  value  of  the  results.  The  Commission  is  giving 
careful  attention  to  the  accounting  branch  of  its  valuation  work, 
and  will  later  report  to  the  Congress  its  conclusions." 

The  Hon.  C.  A.  Prouty,  Director  of  Valuation,  of  the  Interstate  Com- 
merce Commission,  addressed  the  National  Association  of  Railway 
Commissioners,  at  their  meeting,  held  in  November,  1914,  upon  "Rail- 
way Valuation."  (Proceedings  of  the  Twenty-sixth  Annual  Con- 
vention, p.  128.)  In  this  address  he  states  that  the  greatest  difficulty 
and  uncertainty  has  arisen  in  connection  with  the  pro\-ision  of  the 
Act  which  requires  the  determination  of  "the  original  cost  to  date 
with  respect  to  each  item  of  property." 

"None  of  us  knew  exactly  what  this  meant,  and  no  one  appeared 
to  nave  any  very  distinct  notion  of  what  could  in  fact  be  done  towards 
a  compliance  with  this  requirement  of  the  Act.  A  railroad  had 
already  been  select<^d  by  our  engineers  in  each  district  for  valuation, 
and  it  was  finally  determined  to  put  our  accountants  at  work  upon 
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the  books  of  the  same  company  in  each  district,  with  instructions 
to  bring  back  whatever  information  was  available  as  to  original 
cost  to  date.  The  work  had  not  proceeded  far  along  these  lines 
before  I  became  convinced  that  we  were  attempting  the  impossible 
and  squandering  considerable  money  in  the  attempt.  Instructions 
were  accordingly  given  to  discontinue  for  the  most  part  that  branch 
of  the  work  upon  all  roads  except  two.  In  the  Western  District, 
the  Texas  Midland,  112  miles  long,  and  in  the  Central  District,  the 
New  Orleans,  Texas  &  Mexico,  175  miles  in  length,  had  been  selected 
for  initial  valuation,  and.  it  was  determined  to  carry  through  to  a 
completion  the  accounting  work  as  begun  upon  these  two  railroads." 

Judge  Prouty  proceeds  to  outline  the  work,  thought  to  be  necessary, 
if  the  work  on  original  cost  data  is  to  l)e  continued  and  he  calls  this 
a  "tremendous  undertaking."  To  illustrate  the  difficulties  involved 
he  discusses  the  attempt  to  distribute  the  items  of  expense  which  the 
company  had  incurred,  between  the  different  items  of  property  now 
in  existence. 

"As  to  the  roadway  and  the  tracks  and  everything  of  that  sort, 
it  was  found  impossible  to  locate  the  place  where  the  expenditures 
had  been  made.  With  structures  it  was  somewhat  different.  We 
could  say  that  a  certain  amount  of  the  expense  had  gone  to  bridges, 
for  example,  and,  within  certain  limits,  that  a  certain  expenditure 
had  been  made  upon  a  particular  bridge.  For  instance,  $100,000 
had  been  expended  in  one  year  on  bridges.  Now  we  could  locate 
the  particular  bridges  to  the  amount  of  $75,000  out  of  the  $100,000, 
but  there  was  still  left  $25,000  which  could  not  be  located. 

"Not  only  that:  it  was  found  impossible  to  tell  whether  the  amount 
which  had  been  expended  upon  a  particular  bridge,  completed  that 
bridge.  The  books  showed  that  $10,000  had  been  expended  at 
different  times  upon  a  given  bridge,  but  they  did  not  show  whether 
some  other  expenditure  for  labor  or  materials  had  also  gone  into  it." 

Going  on  to  a  more  general  discussion  of  the  impracticability  of  deter- 
mining the  original  cost  of  the  property  even  in  the  case  of  the  small 
railroads  and  railroads  of  comparatively  recent  construction,  he  says: 

"The  question  immediately  arises — what  use  can  be  made  of  this 
information.  Our  accounting  work  has  been  under  the  immediate 
charge  of  Dr.  Bemis,  and  it  is  I  believe  his  opinion,  that  we  ought 
in  some  way  to  use  these  figures  in  connection  with  further  estimates. 
It  is  the  duty  of  the  Commission  under  this  Act  to  show  original 
eofe't  to  date.  If  this  be  obtainable  from  the  books,  show  it  in  that 
way.  If  the  entire  cost  cannot  be  ascertained  from  the  books  then 
show  what  the  books  do  disclose  from  that  source  and  estimate, 
the  balance.  But  if  you  take  one  of  these  ])ridges  as  an  illustration, 
you  do  not  know  what  the  balance  is.  You  do  not  know  what 
should  go  into  the  estimate.  You  do  not  know  what  part  of  the 
structure  has  been  paid  for  by  the  $10,000  which  has  gone  into  it, 
and  it  is  therefore  impossible  to  place  an  estimate  upon  the  remainder. 
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My  own  conviction  is  that  the  greater  part  of  our  original  cost  to 
date  work  upon  the  Texas  Midland  was  in  fact  thrown  away. 

"It  is  possible  to  show  the  original  cost  of  land  with  reasonable 
certainty,  for  the  land  is  the  same  in  location  and  in  kind  to-day 
as  when  acquired,  and  the  transaction  is  one  that  can  usually  be 
identified  upon  the  books  of  the  carrier.  The  original  cost  of  the 
present  equipment  of  a  railroad  can  generally  be  shown.  Here 
again  the  transaction  can  be  identified  and  additions  to  the  equip- 
ment can  generally  be  shown,  although  not  always.  But  as  to 
the  rest  of  it,  gentlemen,  I  doubt  if  it  is  humanly  possible  to  show 
from  the  books  of  most  carriers,  except  during  very  recent  periods, 
the  original  cost  of  construction  in  a  way  to  be  of  any  benefit. 

"Of  course  there  are  many  cases  in  which  this  is  not  true.  In  some 
instances  the  cost  of  the  entire  railroad  can  be  shown  in  great  detail, 
especially  in  case  of  properties  constructed  within  the  last  ten 
years.  The  cost  of  many  important  structures  can  be  accurately 
shown,  and  where  this  information  is  available  its  value  cannot  be 
overestimated,  and  the  information  itself  should  in  all  such  mstances 
be  obtained. 

"The  expenditure  for  our  cost-to-date  accounting  work  upon  the 
two  short  lines  referred  to  has  been  enormous. 
"The  Texas  Midland  is  a  road  112  miles  long.  Its  books  began 
21  years  ago.  The  accounting  work  on  the  Texas  Midland  cost 
$133  a  mile.  The  New  Orleans,  Texas  &  Mexico  is  175  miles 
long.  Its  books  go  back  only  ten  years.  It  cost  us  $90  a  mile  to 
do  the  work  on  that  road.  If  you  were  to  apply  those  same  figures 
to  all  the  railroads  in  the  United  States,  it  would  cost  somewhere 
from  $50,000,000  to  $100,000,000  to  do  this  accounting  work.  Our 
accountants  say  that  it  would  not  be  possible  to  obtain  the  necessary 
accountants,  if  we  had  the  money.  I  therefore  hope  that  the  Com- 
mission will  finally  conclude,  in  some  way  or  other,  to  relieve  the 
accounting  division  from  that  burden.  We  estimate  that  from 
75  to  90  per  cent  of  the  expense  on  those  two  roads  has  been  incurred 
in  the  attempt  to  work  out  original  cost  to  date." 


COMMISSION  DECISIONS 
WISCONSIN 

840 — Public  Operation. 

Application  of  the  City  of  Appleton,  as  a  Water  Utility,  for  Revision 
of  its  Water  Rates.  Decision  of  the  Wisconsin  Railroad  Commission, 
Fixing  Rates.     April  28,  1915. 

In  addition  to  the  application  of  the  city  for  adjustment  of  the  rates 
of  the  municipal  water  utility,  a  petition  was  filed  by  private  parties 
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alleging  that  the  city  did  not  bear  its  fair  share  of  the  cost  of  the  service, 
but  that  a  portion  of  the  costs  of  fire  protection  and  service  to  public 
buildings  is  borne  by  the  private  consumers. 

222 — Accounts. 

The  members  of  the  Commission's  staff  making  the  investigation 
reported  that  it  was  almost  impossible  to  secure  the  necessary  informa- 
tion, because  of  the  lack  of  proper  records.     The  Commission  says: 

"This  confirms  that  the  failure  of  the  city  of  Appleton  to  comply 
with  the  law  and  the  repeated  request  of  this  Commission  and 
provide  and  install  a  proper  system  of  accounts  for  its  water  works, 
render  efficient  operation  and  the  determination  of  the  cost  of  the 
plant  very  difficult." 

312.8 — Discarded  Property. 

The  question  of  what  allowance  should  be  made,  in  a  valuation  for 
rate  making,  for  discarded  property  is  discussed  as  follows: 

"As  the  discarded  equipment  is  no  longer  used  or  useful  for  service 
under  ordinary  conditions,  it  should  probably  be  eliminated  from 
the  valuation  for  rate  making  purposes.  The  statute  limits  the 
scope  of  the  investigation  to  ascertaining  the  value  of  the  active 
property  of  the  utility.     Sec.  1797m-3  Ch.  499,  laws  of  1907. 

"This  Commission  has  previously  discussed  the  question  of  non- 
operating  or  discarded  property: 

"  'When  such  non-operating  property  is  held  by  a  utility,  the  only 
warrant  for  its  retention  is  expected  savings  and  additional  net 
income.  This  being  the  case,  an  addition  to  the  physical  value 
of  the  plant  for  non-operating  property  can  be  justified  for  rate 
making  purposes  only  when  the  income  expected  therefrom  is  added 
to  the  actual  income  or  is  deducted  from  operating  expenses.  There- 
fore, whether  or  not  this  non-operating  equipment  may  profitably 
be  kept  on  hand,  is  a  matter  which  need  not  be  passed  upon  for  the 
purposes  of  this  case;  the  relative  economy  of  holding  non-operating 
property  as  against  purchases  at  such  time  as  the  ecjuipment  in 
question  may  be  needed,  is  a  matter  concerning  which  the  manage- 
ment must  use  its  own  judgment.  The  simplest  equitable  method 
would  be,  it  seems,  not  to  consider  these  investments  in  the  deter- 
mination of  rates.'  In  re  Appl.  La  Crosse  Gas  &  Electric  Com- 
pany, 1911  8  W.  R.  C.  R.  138,  1G4. 

"In  view  of  the  facts  disclosed  by  our  analysis  in  this  case,  it  appears 
that  an  allowance  of  about  $1,240  per  year  for  amortization  of  invest- 
ment in  non-operating  property  will  be  equitable  under  the  circum- 
stances. This  will  allow  the  investment  to  be  wiped  out  in  about 
thirty  years  on  a  4%  sinking  fund  basis." 

352 Expenses. 

In  the  valuation  of  the  property  of  a  municipal  utility,  the  Commission 
holds  that  an  amount  should  be  added  to  operating  expenses  for  interest, 
taxes  and  depreciation. 
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"This  Commission  has  held  that  a  mmiicipal  corporation  is  entitled 
to  a  return  upon  the  investment  the  same  as  in  the  case  of  a  private 
corporation,  but  cities  are  often  satisfied  with  a  somewhat  lo\ver 
rate  in  order  to  gi\c  the  consumer  some  ad\-antage  in  taking  service 
from  such  a  plant.  The  city  pays  4^%  interest  on  the  bonds  issued 
to  cover  the  water  plant.  In  the  succeeding  calculations  we  shall 
assume  a  rate  of  return  of  4|%  on  the  plant  investment." 

380— Taxation. 

"It  is  not  customary  in  a  municipal  plant  actually  to  assess  taxes 
against  the  plant,  but  if  such  items  as  taxes  and  interest  are  not 
considered  in  fixing  rates  for  private  consumers,  it  w^ould  seem  that 
these  consumers  would  be  favored  as  against  the  tax-payers.  In 
other  words,  every  factor  must  be  considered  in  calculating  a  schedule 
of  rates  for  a  municipal  plant,  that  properly  enters  into  the  cost  of 
furnishing  water,  so  that  the  water  user  and  not  the  tax  payer  wall 
pay  the  cost  of  furnishing  water." 

360 — Depreciation. 

No  allowance  has  been  made  for  depreciation.  The  Commission 
states  that  even  upon  the  portions  of  the  plant  recently  installed  depre- 
ciation must  be  recognized. 

"The  larger  part  of  the  distribution  system,  etc.,  has  been  installed 
for  a  considerable  period  and  depreciation  has  been  going  on  con- 
tinually during  this  time.  While  a  new  plant  will  not  show  a  depre- 
ciated condition  shortly  after  its  construction  such  provision  for 
depreciation  is  very  sure  to  become  necessary  sooner  or  later  through 
one  cause  or  another. 

"Such  earnings  as  were  obtained  in  excess  of  direct  operating  expenses, 
ordinary  maintenance  and  taxes  were  apparently  applied  to  make 
returns  upon  the  invested  capital  or  were  rein^'estcd,  as  new  capital. 
Had  a  depreciation  reserve  been  kept  by  the  utility  from  the  begin- 
ning it  is  obvious  that  such  annual  reservations  would  have  cor- 
respondingly decreased  the  net  earnings  of  the  utility  and  increased 
any  deficits  which  may  have  occurred. 

"The  effect  of  including  in  the  cost  new  the  large  recent  investments 
in  property  against  which  little  depreciation  can  yet  be  considered  to 
have  accrued,  will  obviously  be  to  increase  the  ratio  between  present 
value  and  cost  new.  The  difference  between  these  values,  theoret- 
ically, at  least,  should  be  in  the  assets  offsetting  the  depreciation 
reserve,  in  order  to  preserve  the  property  and  the  investment  repre- 
sented by  it. 

"When  it  is  necessary  to  compute  depreciation,  the  rate  should  be 
determined  upon  the  basis  of  cost  new  and  the  composite  life  of  the 
property  to  be  depreciated." 

840 — Public  Operation. 

The  Commission  discussed  the  proper  business  relationship  between 
the  city  and  its  water  utility,  as  follows: 
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"It  is  held  by  some  that  inasmuch  as  the  city  has  in  the  past  paid 
interest  on  bonds  and  retired  certain  bonds  during  the  period  the 
plant  has  been  owned  by  the  mmiicipality,  these  amounts  so  expended 
were  in  lieu  of  hydrant  rental  or  fire  protection  payment.  Amounts 
advanced  by  the  city  of  Appleton  for  the  retirement  of  water  works 
bonds  go  to  increase  the  city's  equity  in  the  plant  upon  which  it  is 
entitled  to  a  return.  The  interest  on  the  water  works  bonds,  on  the 
other  hand  under  the  scheme  of  retiring  $5,000  of  bonds  each  year, 
is  decreasing.  If  this  interest  is  to  be  considered  as  payment  for  fire 
protection  service  it  is  at  once  seen  that  the  payment  will  be  de- 
creasing each  year.     ... 

"While  the  city  of  Appleton  generally,  may  be  liable  for  the  water 
works  bonds,  this  liability  should  be  considered  as  guarantor  only  for 
the  payment  of  interest  when  due.  The  interest  itself  should  be 
met  out  of  the  water  revenue  as  was  done  during  the  last  two  fiscal 
periods,  revenues  from  private  consumers,  having  been  about  suffi- 
cient to  meet  operating  expenses  and  interest  charges  on  bonds  then 
outstanding.  If  the  city  of  Appleton  generally  desires  to  increase 
its  proprietary  interest  or  equity,  it  can  do  so  by  retiring  the  bonds  as 
they  come  due,  out  of  the  General  Fund.  As  the  bonds  are  bought 
by  the  City  General  Fund  the  amount  of  issue  will  decrease  and  the 
equity  increase.  The  interest  payment,  however,  should  always  be 
met  as  far  as  practicable,  out  of  the  revenues  of  the  plant,  derived 
from  both  general  service  and  fire  protection  service  and  not  as  at 
present,  from  the  general  service  revenue  alone.     .     .     . 

"A  great  many  cities  with  municipal  plants,  Appleton  included, 
fail  to  recognize  the  commercial  nature  of  their  water  business, 
as  distinguishmg  it  from  the  general  city  departments  and  as  a 
result  such  city  generally  feels  that  it  need  not  pay  for  service  rendered 
by  the  plant.  It  can  be  readily  seen  that  this  is  not  the  correct 
attitude.  At  the  very  best  a  city  with  a  municipal  plant  must 
consider  the  water  department  a  separate  and  distinct  business 
enterprise  in  which  the  city  generally  and  the  water  department 
should  be  in  much  the  same  relationship  as  exists  between  the  city 
and  private  concerns  with  which  it  deals." 


CALIFORNIA 

831— Purchase  by  Municipality. 

Application  of  Marin  Municipal  Water  District  for  a  Determina- 
tion of  the  Just  Compensation  to  be  Paid  for  the  Property  of  the  Marin 
Water  and  Power  Company.  Decision  of  the  California  Railroad 
Commission,  Fixing  the  Purchase  Value.     April  9,  1915. 

The  Commission  is  asked  to  fix  the  just  compensation  to  l)e  piud  by 
the  Marin  Municipal  Water  District  for  the  lands,  property  and  rights 
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of  the  Marin  Water  and  Power  Company,  a  public  utility  engaged 
in  the  busin(>ss  of  selling  water  for  domestic,  municipal  and  irrigation 
purposes  in  the  southern  portion  of  Marin  County. 

Counsel  for  the  water  company  ol)jected  to  the  expert  testimony  given 
by  the  company's  witnesses  and  by  the  experts  called  by  the  Commis- 
sion. The  Commission  ruled  that  the  objections  to  the  company's 
witness  would  be  taken  into  consideration,  but  his  testimony  would 
not  be  stricken  out. 

242.4— Experts. 

"Counsel  next  moved  to  strike  out  the  testimony  of  the  witness 
Wells  on  the  ground  that  he  is  an  employee  of  the  Railroad  Com- 
mission, and  was  instructed  by  the  commissioner  conducting  the 
hearing  to  prepare  and  present  a  report  on  the  value  of  the  lands 
of  the  water  company.  Counsel  contend,  first,  that  witnesses  are 
naturally  biased  in  favor  of  the  party  calling  them.  If  this  is  true, 
the  witnesses  for  the  water  company  in  this  proceeding  were  naturally 
biased  in  favor  of  the  water  company  and  the  witnesses  for  the 
water  district  were  biased  in  favor  of  the  district.  The  witness 
Wells,  however,  was  not  called  by  the  water  company  nor  by  the 
water  district.  He  was  called  by  the  Railroad  Commission,  rep- 
resenting the  State  of  California,  which  has  no  interest  in  this  mat- 
ter other  than  to  see  that  exact  justice  is  meted  out  as  between  the 
contending  parties  appearing  before  it.  If  the  contention  of  counsel 
in  this  respect  is  true,  there  is  all  the  more  reason  why  the  Railroad 
Commission  should  have  the  power  to  call  witnesses  who  are  not 
biased  in  favor  of  either  contending  party.  Counsel  further  argued 
that  the  Railroad  Commission  in  this  proceeding  sits  as  a  court  or 
jury,  and  that  neither  court  nor  jury  in  an  ordinary  condemnation 
suit  has  any  power  to  call  a  witness.  In  other  words,  the  conten- 
tion is  that  the  witnesses  called  by  both  sides  are  naturally  biased, 
but  that  the  tribunal  charged  with  the  administration  of  justice 
in  this  case  is  precluded  from  calling  witnesses  who  owe  their  sole 
allegiance  to  the  State  of  California  and  who  are  presumed  to  be 
fair  and  impartial  as  between  the  contending  parties.  If  this  con- 
tention prevails  and  the  Railroad  Commission  is  to  be  precluded 
in  cases  of  this  kind  from  calling  its  own  trained  employees,  the 
result  will  be  more  to  encourage  the  playing  of  a  game  in  a  certain 
way  than  to  incur  the  presentation  of  the  truth  to  this  tribunal. 

"If  this  were  the  law  it  would  be  most  unfortunate.  However,  the 
Supreme  Court  of  California,  in  Faulkmer  vs.  Joshua  Hendy,  79 
Cal.  265,  clearly  intimated  that  a  court  does  have  the  right  to  call 
witnesses  in  matters  requiring  careful  or  detailed  investigation.  This 
is  the  law  in  England  (Badische  Aynlin  und  Soda  Fehrik  vs.  Levin- 
stein, Law  Reports,  24  Ch.  Div.  156;  Mellin  vs.  Monic,  3  C.  P.  D. 
142),  and  quite  a  number  of  the  states  of  this  Union  are  now  giving 
consideration  to  the  matter.  In  O'Domiel  vs.  Henry  Forrest  & 
Company,  44  La.  Ann  845,  the  Supreme  Court  of  Louisiana  sustained 
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the  action  of  the  court  below  in  referring  certain  matters  to  an 
investigator  to  report. 

"That  the  courts  in  this  country  have  the  right,  at  least  when  author- 
ized by  the  statute,  to  refer  questions  to  investigators  or  experts, 
seems  to  show  conclusively  that  such  procedure  does  not  deny  to  a 
party  any  of  his  constitutional  rights."    .... 

"It  is  well  known  that  one  of  the  chief  reasons  which  prompted 
the  amendment  to  Section  47  of  the  Public  Utilities  Act  and  the 
submission  and  adoption  of  Section  23  (a)  of  Article  XII  of  the 
constitution  of  this  State,  was  to  secure  the  services  in  the  condemna- 
tion of  the  property  of  public  utilities  not  only  of  commissioners, 
who  were  supposed  to  be  particularly  qualified  along  these  lines, 
but  also  of  the  trained  employees  of  the  Commission,  who  might 
testify  in  cases  of  this  character,  and  thus  give  to  the  Commission 
the  very  great  advantage  of  having  testimony  presented  not  by  either 
party  but  in  behalf  of  the  State,  which  stands  as  the  impartial 
arbiter  between  the  owner  of  the  public  utility  property  and  the 
municipality  or  district  which  is  seeking  to  acquire  it.  The  evils 
of  professional  expert  testimony  are  now  the  subject  of  serious  con- 
sideration by  leading  judges  and  lawyers  in  all  parts  of  the  United 
States  and  it  is  unnecessary  for  me  to  comment  thereon.  The  motion 
of  counsel  for  the  water  company,  based  on  these  contentions,  will 
likewise  be  overruled."    .    .    . 

"It  goes  without  saying  that  the  fact  that  Mr.  Wells  was  called  by 
the  Railroad  Commission  will  not  result  in  giving  to  his  testimony 
any  weight  in  addition  to  the  weight  to  which  it  is  entitled  under  the 
established  rules."    .    .    . 

311— Basis  of  Valuation. 

The  Commission  gave  considerable  attention  to  the  question  of  what 
should  be  the  proper  basis  of  the  value  to  be  found  in  this  purchase 
case. 

"The  usual  inquiry  in  cases  of  condemnation  is,  as  stated  by  Justice 
Field  in  the  leading  case  of  Boom  Company  vs.  Patterson,  98  U.  S. 
403,  408. 

"  'What  is  the  property  worth  in  the  market,  viewed  not  merely  with 
reference  to  the  uses  to  which  it  is  at  the  time  applied,  but  with 
reference  to  the  uses  to  which  it  is  plainly  adapted,  that  is  to  say, 
what  is  it  worth  from  its  availability  for  a\ailable  uses? ' 

"The  following  authorities  further  establish  the  doctrine  that  the 
usual  inquiry  is  to  ascertain  the  market  value  of  the  property,  in  view 
of  all  the  uses  to  which  it  is  adapted : 

United  States  vs.  Chandler-Diwbar  Water  Power  Co.,  229  U.  S.  53; 
Sacramento  Southern  Railroad  Co.  vs.  Heilbron,  156  Cal.  408; 
Kishlar  vs.  Southern  Pacific  Railroad  Company,  134  Cal.  636; 
City  of  Santa  Ana  vs.  Harlin,  99  Cal.  538;  San  Diego   Land   and 
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Town  Cofnpany  vs.  Neale,  88  Cal.  50;  San  Diego  Land  and  Town 
Company  vs.  Neale,  78  Cal.  63;  Lewis-Eminent  Domain,  3d  ed.,  sec. 
706. 

"It  must  be  perfectly  evident,  however,  as  pointed  out  by  counsel 
of  both  sides  in  this  proceeding,  that  property  such  as  that  owned  by 
the  water  company  in  this  proceeding  does  not  have  a  market  value, 
in  the  usual  sense  in  which  those  words  are  used.  It  is  not  bought  and 
sold  on  the  market  like  a  bushel  of  wheat,  but  is  a  property  devoted 
to  a  particular  use  and  subject  to  occasional  sale.  This  fact  was 
clearly  pointed  out  by  Justice  Van  Fleet  in  San  Diego  Water  Com- 
pany vs.  City  of  San  Diego,  118  Cal.  556,  568,  with  reference  to  a 
pulilic  utility  water  company  in  the  city  of  San  Diego,  as  follows: 

"  'The  judicial  test  of  market  value  depends  upon  the  fact  that  the 
property  in  question  is  marketable  at  a  given  price,  which  in  turn 
depends  upon  the  fact  that  sales  of  similar  property  have  been  and  are 
being  made  at  ascertainable  prices.  But  such  property  as  this  is  not 
so  sold,  at  least,  not  often  enough  to  furnish  a  fair  criterion;  and  the 
very  fact  of  governmental  regulation  would  necessarily  control  the 
price.  Until  the  rates  are  fixed,  no  one  can  say  how  much  the 
property  would  sell  for,  and  therefore  that  price  cannot  be  ascertained 
as  a  basis  for  fixing  those  rates.' 

"As  is  said  by  Lewis-Eminent  Domain,  3d  ed.,  sec.  706: 

"  'If  the  property  has  no  market  value,  then  it  is  a  question  of  real  or 
actual  value  and  every  fact  bearing  upon  such  value  may  be  sho\vn.' 

"Or,  in  the  language  of  section  47  of  the  Public  Utilities  Act,  the 
problem  is  to  ascertain  'the  just  compensation  that  should  be  paid.'  " 

312.9— Paving  Over  Mains. 

One  of  the  most  important  questions  arising  in  this  case  was  the  proper 
allowance  for  paving  over  mains. 

"Counsel's  claim  for  an  allowance  of  added  value  by  reason  of  the 
existence  of  the  pavement,  results  from  the  application  of  the  re- 
production value  theory  in  one  of  its  branches  only,  without  the 
consideration  of  any  other  element  which  enters  into  the  fair  value  of 
the  property. 

311.2— Reproduction  Cost  New. 

"Counsel  contend  that  the  water  district  must  pay  what  it  would  cost 
to  duplicate  the  water  company's  system  in  its  present  condition. 
Whether  this  claim  should  be  allowed,  even  under  the  reproduction 
theory,  depends  on  whether  the  existing  plant  is  to  be  reproduced 
exactly  as  it  now  stands  or  whether  a  plant  is  to  be  constructed 
which  will  hereafter  perform  the  service  of  the  existing  plant,  even 
though  it  may  be  constructed  in  another  manner.  It  may  well  be 
that  if  a  new  plant  were  being  constructed,  the  mains  could  to  a  large 
extent  be  laid  in  unpaved  streets  or  alleys,  so  as  to  save  a  considerable 
portion  of  the  expense  of  laying  them  in  paved  streets." 
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312.9— Paving  Over  Mains. 

"The  chief  difficulty,  however,  with  this  contention  of  counsel  is  the 
confusion  between  a  particular  theory  and  the  ultimate  question  of 
the  fair  value  of  the  property.  It  seems  absurd  to  say  that  a  water 
system  is  of  greater  value  because  the  streets  over  its  mains  are  paved. 
As  Mr.  Hawley  clearly  pointed  out,  a  water  system,  has,  if  anything, 
a  diminished  value  if  the  streets  in  which  its  mains  are  laid  are 
paved,  both  because  it  will  cost  more  to  dig  through  the  pavement 
and  take  care  of  the  mains  than  would  otherwise  be  the  case,  and 
because  the  expense  of  replacing  the  mains  at  the  end  of  their  useful 
life  will  be  greater  unless  such  replacement  is  made  when  the  pave- 
ment has  been  worn  out  and  it  needs  replacement.  The  question  of 
paving  over  mains  illustrates  clearly  the  difficulties  into  which  we  run 
if  we  confuse  the  results  of  a  particular  theory  with  the  ultimate 
question  of  the  fair  value  of  the  property."  .  .  . 

312.7— Donated  Property. 

"As  the  property  donated  to  the  water  company  now  belongs  to  it, 
the  water  company  is,  of  course,  entitled  to  have  this  property  valued 
in  this  proceeding." 

(The   discussion   of  intangible   values  and   value  of   land  will  be  given  in  next 
week's  issue  of  Rate  Research.) 


PENNSYLVANIA 

132 — Protection  from  Competition. 

Raystown  Water  Power  Company,  Application  For  Approval  of  a 
Street  Lighting  Contract  with  the  Borough  of  Mount  Union.  Decision 
of  the  Pennsylvania  Public  Service  Commission,  Approving  the 
Contract.     March  19,  1915. 

The  contract  with  the  applicant  for  street  lighting  service  was  made 
in  pursuance  of  an  ordinance  passed  prior  to  the  enactment  of  the 
Public  Service  Company  Law.  The  Penn  Central  Company  has  been 
furnishing  the  street  lighting  service  and  this  company  protested 
against  the  approval  of  the  contract  with  its  competitor.  The  Com- 
mission finds  that  the  ordinance  is  not  properly  before  it  for  review. 
In  discussing  the  effect  of  the  loss  of  the  street  lighting  contract  upon  the 
Penn  Central  Company  and  other  considerations  to  be  taken  into 
account  in  connection  with  the  approval  of  the  contract  in  question, 
the  Commission  says: 

"Furthermore,  both  the  petitioning  and  respondent  companies  are 
operating  in  competition  in  supplying  commercial  and  domestic 
lighting  throughout  an  extent  of  territory  embracing  several  counties, 
and  have  been  doing  so  for  a  considerable  length  of  time.  It  is 
not  a  new  experience  for  either  of  these  companies  to  displace  the 
other  in  its  l)usiness  from  time  to  tune,  as  the  contracts  of  the 
various  municipalities  expire.     About  a  year  and  a  half  ago,  the 
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Raystown  Company  secured  the  contract  at  Huntingdon,  thereby 
displacing  the  Penn  Central  Company,  which  had  been  operating 
in  that  particular  municipality  before. 

"By  reason  of  the  extensive  territory  in  which  both  these  companies 
are  established  and  doing  business,  the  plant  equipment  employed 
in  a  small  community  like  Mount  Union  represents  only  a  fractional 
part  of  the  property  valuation  of  the  operating  company,  and  there- 
fore, the  loss  of  the  business  at  such  a  point  cannot  be  regarded  as 
afTecting  seriously  the  revenues  of  the  company,  or  the  values  of  the 
holdings  of  the  general  public  in  such  a  plant.  Consequently, 
whether  the  contract-franchise  now  pending  be  approved  or  not, 
the  two  companies  concerned  in  this  proceeding  will  continue  to  do 
a  competitive  business  throughout  that  territory  in  substantially 
the  same  manner  and  with  practically  the  same  property  equipment 
and  earning  capacity  as  heretofore.  Under  the  specific  facts  that 
obtain  in  this  case,  it  may  be  justly  held  that  the  property  values  of 
the  Respondent  Company  are  not  materially  disturbed  or  injured, 
that  the  investment  of  the  general  public  in  the  bonds  and  stocks  of 
the  said  company  is  properly  protected  and  safe-guarded,  and  that 
the  character  and  efficiency  of  the  service  rendered  will  not  be  im- 
paired if  the  contract  of  the  Petitioner  be  approved." 


REFERENCES 

GENERAL 


900— General. 


In  what  the  Nation's  Wealth  Consists.  The  Annalist.  May  24, 
1915,  p.  525. 

In  a  statement  of  the  total  wealth  of  different  classes  of  property  and  different 
industries  in  the  United  States,  the  total  wealth  of  all  privately  owned  central 
electric  light  and  power  stations  is  stated  as  $2,099,000,000  in  1912,  only  $562,000,000 
in  1904  and  $402,000,000  in  1900.  The  increase  of  1912  over  1900  is  given  as  422. 1 
per  cent  which  is  a  greater  increase  than  is  shown  for  any  other  class  of  property. 
Agricultural  products  come  next  with  an  increase  of  260.1  per  cent. 

980— Public  Relations. 

Public  Utilities,  Their  Customers  and  the  Public,  by  Noel  R. 
Gascho.  Paper  Read  before  the  Oklahoma  Gas,  Electric  and  Street 
Railway  Association,  Oklahoma  City,  Oklahoma.  May  12-14,  1915. 
Pamphlet,  4  pages. 

Practical  ways  of  securing  the  good  will  of  the  customers  of  a  public  utility  are 
suggested  in  this  paper.  The  utility  is  urged  to  pursue  a  very  liberal,  open  and 
frank  policy  in  all  dealings  with  the  customer  from  the  beginning  of  their  relation- 
ship. If  a  utility  is  on  good  terms  with  the  customers,  it  naturally  follows  that  it 
is  on  good  terms  with  the  public. 
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COURT  DECISION  REFERENCES 

112 — Franchises. 

Point  Pleasant  Waterworks  Co.  v.  Mayor  and  Council  of  Bor- 
ough OF  Point  Pleasant  Beach  et  al.  Decision  of  Supreme  Court 
OF  New  Jersey.     February  18,  1915,  93  Atlantic  94. 

The  water  company  claims  an  exemption  from  taxation  by  reason  of  the  original 
ordinance  granted  the  company.  This  ordinance  provides  that  the  company  shall 
be  exempt  from  mimicipal  taxation,  and  it  also  provides  that  the  company  shall 
supply  the  Borough  free  of  charge. 

"No  legislative  authority  is  shown  authorizing  the  borough  to  make  a  contract 

exempting  the  property  of  the  water  company  from  taxation.     In  the  absence 

of  such  power,  the  contract  is  not  valid.     It  is  argued,  however,  that  while 

in  form  the  contract  is  one  to  exempt  from  taxation,  it  is  really  one  to  pay  for 

water  supplied  to  the  borough  for  its  municipal  purposes,  a  sum  equal  to  the 

amoimt  assessed  for  municipal  taxes.     Such  a  contract  is  valid.     Montclair 

Water  Co.  v.  Montclair,  81  N.  J.  Law,  57.3,  79  Atl.  258."   .    .    . 

The  court  finds  that  the  free  service  provision  and  the  tax  exemption  provision 

are  independent,  and  that  there  is  no  connection  between  the  amount  of  the  tax 

released  and  the  value  of  the  water  supplied. 

"If  the  prosecutors  are  right,  the  water  would  not  be  furnished  free  of  charge, 
but  would  be  paid  for,  and  at  a  price  apparently  in  excess  of  the  ordinary  charge. 
The  consideration  for  the  agreement  to  furnish  the  water  free  of  charge  seems 
to  have  been  the  consent  of  the  municipality  to  the  incorporation  of  the  water 
company.  If  it  be  said  that  the  contract  must  be  read  as  a  whole,  and  that 
possibly  the  water  company  would  not  have  undertaken  a  meritorious  i)ublic 
work,  but  for  the  promised  exemption,  the  answer  must  be  that  the  disappoint- 
ment of  the  water  company  at  finding  the  provision  for  exemption  unwarranted 
by  law,  cannot  be  permitted  to  have  the  legal  effect  of  giving  the  municipality 
powers  which  the  Legislature  has  not  granted.  The  remedy  of  the  water  com- 
pany, when  it  finds  itself  deprived  of  the  anticipated  benefit,  is  to  surrender 
its  privileges  under  the  ordinance  and  contract  and  say  that  it  did  not  enter 
into  part  of  the  contract,  but  only  into  the  contract  as  a  whole." 

112 — Franchises . 

State  v.  York  Light  and  Heat  Company.  Decision  of  the  Supreme 
Judicial  Court  of  Maine.     March  3,  1915,  93  Atlantic  61. 

Quo  warranto  proceedings  were  instituted  by  the  state  against  the  York  Light  and 
Heat  Company,  for  the  forfeiture  of  the  franchise  of  the  company.  The  franchise 
gave  the  company  the  right  to  furnish  gas  and  electricity  in  the  cities  of  Biddeford 
and  Saco,  and  town  of  Old  Orchard.  The  information  for  the  State  sets  forth 
that  the  franchise  rights  imposed  upon  the  company  the  duty  of  furnishing  service 
at  reasonable  rates,  faithfully  and  impartially,  and  alleges  that  the  franchise  for 
Old  Orchard  is  forfeited  for  the  reason  that  the  company  has  "misused  its  priv- 
ilege" and  has  "charged  excessive  and  exorbitant  rates,  and  has  discriminated 
between  the  patrons  at  said  Old  Orchard."  The  court  holds  that  the  complainant 
is  required  to  set  forth  the  facts  on  which  he  relies,  positively  and  with  certainty, 
in  order  that  the  court  may  be  able  to  determine  whether  a  wrong  has  been  done 
to  the  public.  This  can  only  be  achieved  when  all  the  facts  known  to  t  he  comi)lain- 
ant  are  made  known  to  the  court,  and  cannot  l)e  fairly  arrivetl  at  when  as  in  this 
instance,  the  complaint  is  l)ased  upon  conclusions  of  law  only. 

"Information  in  the  nature  of  quo  warranto,  is  however,  tlie  ap])ro})riate  remedy 
against  a  cori)orati<)n  for  abuse  of  i)ower,  misuse  of  privilege,  malfeasance,  or 
nonfeasance.  S])(>lling,  Sec.  1804,  and  cases  cited.  See  Ulmcr  v.  Lime  Rock 
R.  R.,  98  Me.  579,  57  Atl.  1001,  66  L.  R.  A.  387." 

The  plaintiff  may  amend  the  complaint,  l)ut  if  no  amendment  is  filed  the  infor- 
mation will  be  dismissed. 
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For  statement  of  facts  and   opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 

MASSACHUSETTS 

300 — Investment  and  Return. 

Marlborough  Electric  Petitions,  Relating  to  the  Electric  Rates 
of  the  ]\Iarlborough  Electric  Company.  Decision  of  the  Massa- 
chusetts Board  of  Gas  ant>  Electric  Commissioners,  Fixing  a 
:Maximum  Rate.     May  12,  1915. 

Complaints  were  filed  with  the  Board  asking  for  a  reduction  in  the 
rates  for  electric  service  in  ^larlborough,  Northborough,  Southborough, 
Westborough  and  Berlin. 

226.2— Extension  of  Service. 

"Some  general  criticisms  were  directed  at  the  company  for  extending 
its  lines  unduly  into  territory  where  the  business  is  of  a  character  to 
show  little  or  no  profit.  So  far  as  the  Board  is  aware,  however, 
such  extensions  have  been  made  only  in  response  to  actual  needs 
or  in  reasonable  anticipation  of  such  needs.  It  is  also  not  a  matter  in 
which  much  reliance  should  be  placed  in  general  statements;  and 
certainly  the  Board  is  reluctant  to  say  anything  to  discourage  furnish- 
ing electricity  to  all  in  the  territory  supplied  who  can  properly  be 
reached  by  the  company's  lines.  During  the  last  six  years  the  com- 
pany's output  has  sho"\Aii  an  increase  of  something  like  300  per  cent, 
and  there  is  reason  to  believe  that  it  has  by  no  means  reached  its 
probable   extent   even    with    the   company's   present  investment." 

300 — Investment  and  Return. 

A  valuation  of  the  company's  property  was  made  by  an  engineer  for  the 
city  of  Marlborough. 

"Adopting  the  company's  operating  costs,  and  computing  a  7  per 
cent  return  on  the  original  cost  and  a  3|  per  cent  allowance  for 
depreciation  on  the  present  value,  he  concluded  that  there  was  a 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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substantial  excess  earning  which  might  fairly  be  distributed  to  the 
consumers  of  electricity  in  lower  rates.     .     .     ." 

He  recommended  a  straight  maximum  rate  of  10  cents  per  kilowatt 

hour. 

312.8— Discarded  Property. 

''The  theory  advanced  by  the  city  practically  conceded  that  the  cost 
of  the  property  which  is  useful  and  efficient  for  the  prosecution  of  the 
company's  business  under  existing  conditions  is  a  controlling  factor  in 
determining  the  rate.  But  it  also  claimed  that  no  allowance  should 
be  made  for  property  which  has  been  superseded  by  a  permanent 
arrangement  for  the  purchase  of  electricity  from  outside  sources, 
on  the  ground  that  had  there  been  a  wise  administration  of  the 
company's  affairs  these  losses  would  have  been  anticipated  and 
provided  for.  In  the  absence  of  evidence  of  mismanagement  or 
dishonesty  the  Board  believes  that  under  the  long-established  policy 
©f  the  Commonwealth  all  the  paid-up  capital  honestly  and  prudently 
invested  should  under  normal  conditions  be  recognized  in  determining 
what  is  a  fair  rate,  but  it  does  not  follow,  however,  that  idle  capital 
is  to  be  on  the  same  footing  as  the  active.  The  Board  distrusts  a 
valuation  as  a  decisive  test  of  investment  where  actual  cost  of  the 
property  and  the  circumstances  under  which  it  was  acquired  can  be 
ascertained.  It  is  also  of  the  opinion  that  one  of  the  important 
functions  of  depreciation,  beside  taking  care  of  the  daily  wear  and 
tear,  is  the  anticipation  of  changes  in  the  art  and  in  the  possible 
intervening  conditions  which,  although  they  may  have  little  or  no 
relation  to  the  useful  life  of  the  physical  property,  yet  cannot  ordi- 
narily be  foreseen.  It  realizes,  however,  that  a  prudent  management 
cannot  always  have  provided  fully  for  changes  of  this  character,  and 
especially  in  the  first  stages  of  the  industry,  or  in  a  case  like  this 
where  the  business  of  the  earlier  years  was  not  profitable.  It 
believes  that  a  proposition  to  allow  the  right  of  the  investment  to  a 
return,  but  to  disallow  in  any  substantial  measure  the  obligation  to 
keep  it  good,  is  not  consistent  or  sound. 

"Applied  to  this  case  the  views  which  the  Board  has  expressed  do  not 
result  in  a  conclusion  as  to  the  allowable  return  so  different  in  amount 
from  the  claim  made  by  the  city  as  appreciably  to  affect  a  finding  as  to 
price.  But  the  Board  does  believe  that,  under  all  the  circumstances 
sufficient  emphasis  was  not  given  to  the  need  of  a  more  adequate 
provision  for  depreciation. 

514 — Demand  Basis. 

"For  a  numl)er  of  years  the  company  has  employed  the  so-called 
'demand'  system  in  its  charges  for  electricity,  both  for  light  and 
power.  In  the  consideration  of  this  case,  however,  it  seems  only 
necessary  to  consider  the  prices  for  commercial  lighting.  For  a 
certain  number  of  hours'  use  a  month  of  tiie  ligiiting  customers' 
demand,  varying  with  the  month,  but  aggregating  five  hundred  and 
twenty  hours  a  year — kno^\^l  in  the  schedule  as  'jirimary  usage' — the 
rate  is   15  cents  a  kilowatt  hour.     For  all  electricity  consumed  a 
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month  in  excess  of  this  amount  the  rate  is  12  cents  a  kilowatt  hour. 
Where  the  customer  guarantees  a  use  of  not  less  than  four  hundred 
hours  of  his  demand  a  year,  the  rate  for  'primary  usage'  is  20,  and  for 
'secondary  usage,'  6  cents  a  kilowatt  hour.  The  'primary  usage' 
under  this  yearly  guarantee  consists  of  a  certain  specified  use  of  the 
customer's  demand  a  month,  which  varies  with  the  month,  but 
aggregates  four  hundred  hours  a  year.  The  demand  is  defined  as 
'the  greatest  amount  of  electricity  used  by  the  customer  at  any  one 
time,'  and,  until  automatically  determined  by  the  reading  of  a 
demand  indicator,  it  is  estimated  by  the  company,  in  no  case,  how- 
ever, at  less  than  108  w^atts.  After  an  indicator  is  installed  the 
demand  is  established  by  its  highest  reading  during  the  months  of 
November,  December  and  January  for  each  year  beginning  February 
1.  As  a  matter  of  fact,  the  company  has  few,  if  any,  of  such  demand 
indicators  installed  on  the  premises  of  its  customers,  and  the  demand 
is  estimated  at  one-third  of  the  customer's  connected  load,  assuming 
each  lamp  socket  to  be  the  equivalent  of  50  watts.  In  the  application 
of  the  rate  for  guaranteed  use  of  the  demand,  the  latter  is  ordinarily 
determined  in  each  case  by  observation  of  the  number  of  lamps 
normally  lighted  at  any  one  time. 

"The  Board's  finding  relates  to  the  maximum  net  price  at  which 
electricity  may  reasonably  be  required  to  be  sold  for  any  use.  It  may 
be  proper  to  say,  however,  that  the  method  which  this  company 
employs  for  applying  the  'demand  system'  is  so  crude  and  liable  to 
abuse  as  to  lack  such  merit  as  is  ordinarily  urged  in  favor  of  this 
system.  It  is  believed  that  if  the  company  is  to  continue  to  offer 
differentials,  whether  for  light  or  power,  the  whole  schedule  may  well 
be  overhauled.     .     .     ." 

729 — Maximum  Rate. 

The  Board  recommends  that,  on  and  after  the  first  day  of  June,  1915, 
the  maximum  net  price  for  electricity  supplied  by  the  Marlborough 
Electric  Company  for  any  use  shall  not  exceed  12  cents  a  kilowatt  hour. 


CALIFORNIA 

831 — Purchase  by  Municipality. 

Application  of  Marin  Municipal  Water  District  for  a  Determina- 
tion of  the  Just  Compensation  to  be  Paid  for  the  Property  of  the  Marin 
Water  and  Power  Company.     Decision  of  the  California  Railroad 
Commission,  Fixing  the  Purchase  Value.     April  9,  1915. 
(Continued  from  7  Rate  Rese.\rch  154.) 

315 — Intangibles . 

"A  separate  value  should  not  be  assigned  to  franchise  value  or  to 
going  concern,  but  these  elements  of  value,  in  so  far  as  they  exist, 
should  be  considered  as  enhancing  the  value  of  the  utility's  tangible 


166  7         Rate     Research 


properties:  Spring  Valley  Waterworks  vs.  City  and  County  of  San 
Francisco,  192  Fed.  137,  167;  Brunswick  and  Topsham  Water  District 
vs.  Maine  Water  Co.,  99  Me.  371,  59  Atl.  537,  539.     .     .     . 

315.1— Going  Value. 

"There  is  no  element  in  public  utility  valuation  as  to  which  there 
is  greater  vagueness  and  confusion  than  this  so-called  going  concern 
value.  The  courts  recognize  that  some  value  ought  to  be  added  to 
a  going  concern  over  the  bare  bones  of  its  physical  structures,  but 
they  do  not  seem  to  be  clear  as  to  how  much  should  be  added  or  on 
what  basis  the  amount  to  be  added  should  be  ascertained.  The 
view  now  most  frequently  urged  is  that  there  should  be  added  to  the 
value  of  the  physical  properties  a  reasonable  sum  representing  the 
cost  of  actually  building  up  the  business.  This  amount  includes  the 
cost  of  securing  the  utility's  customers  and  connecting  them  up  with 
the  plant,  and  at  times  an  allowance  for  deficiency  of  return  during 
the  early  years  of  the  company's  operations.  Great  care,  however, 
must  be  exercised  in  making  allowance  for  deficiencies  of  return, 
lest  the  absurd  conclusion  be  reached  that  the  business  which  has 
been  least  profitable  is  most  valuable.  In  any  event,  if  an  allowance 
is  made  for  deficiencies  during  the  early  years  of  the  utility's  opera- 
tions, such  allowance  should  not  extend  beyond  a  reasonable  time 
for  building  up  the  business  of  the  company,  if  the  properties  have 
been  planned  and  constructed  with  reasonably  sound  judgment, 
in  view  of  the  locality  in  which  the  business  is  conducted  and  all  the 
facts  and  circumstances  surroimding  its  inception  and  prosecution." 

319— Land. 

In  placing  a  value  on  land,  the  witnesses  for  the  water  company  testified 
to  the  value  of  the  watershed  lands  for  subdivision  purposes  only. 

"These  witnesses  did  not  take  into  consideration  the  adaptability  of 
this  land  for  the  purpose  of  catching  and  storing  water  or  for  any  other 
purpose  except  subdivision.  The  witnesses  were  not  asked  and  did 
not  testify  as  to  the  value  of  the  property  in  view  of  all  the  uses  to 
which  it  is  reasonably  adaptable.  Formerly  it  seems  to  have  been  the 
rule  in  this  State  that  the  witnesses  would  be  permitted  to  testify  to 
the  value  of  the  land  in  dollars  and  cents  for  a  specified  purpose  as 
distinguished  from  the  market  value  of  the  land  in  view  of  all  the  uses 
to  which  it  is  adaptable;  San  Diego  Land  and  Town  Company  vs. 
Neale.  78  Cal.  03;  Spring  Valley  Water  Works  vs.  Drinkhouse,  92  Cal. 
528.  In  the  more  recent  decisions,  however,  the  Supreme  Court  of 
this  State  has  adopted  the  prevailing  rule,  which  is  that  the  proper 
inquiry  is  not  what  is  the  value  of  the  property  for  any  particular  use, 
but  what  is  its  worth  in  the  market  in  view  of  its  adaptaljility  to  all 
reasonable  uses :  Lewis-Eminent  Domain.  \h\i\\  i\\\\\o\\,  section  706. 
The  prevailing  rule  seems  first  to  have  been  stated  by  the  Supreme 
Court  in  the  City  of  Santa  Aim  n's.  Harlin,  99  Cal.  538,  and  later 
to  have  been  clearly  affirmed  in  Sacramento  Southern  Railroad 
Company  vs.  Heilbron,  150  Cal.  408.  In  the  latter  case,  Justice 
Henshow,  after  reviewing  the  earlier  cases,  at  page  412,  says: 
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"  'It  is  seen,  therefore,  that  this  court  by  its  latest  utterances  has 
definitively  aligned  itself  with  the  great  majority  of  the  courts  in 
holding  that  damages  must  l^e  measured  by  the  market  value  of  the 
land  at  the  time  it  is  taken,  that  the  test  is  not  the  value  for  a  special 
purpose,  but  the  fair  market  value  of  the  land  in  view  of  all  the 
purposes  to  which  it  is  naturally  adapted,  that  therefore,  while 
evidence  that  it  is  'available'  for  this  or  that  or  the  other  purpose 
may  always  be  given  and  should  be  freely  received,  the  value  in 
terms  of  money,  the  price,  which  one  or  another  witness  may  think 
the  land  would  bring  for  this  or  that  or  the  other  specific  purpose  is 
not  admissible  as  an  element  in  determining  the  market  value.  For 
such  evidence  opens  wide  the  door  to  unlimited  vagaries  and  spec- 
ulations concerning  problematical  prices  which  might  under  possible 
contingencies  be  paid  for  the  land  and  distracts  the  mind  of  the  jury 
from  the  single  question — that  of  markets  value — the  highest  sum 
which  the  property  is  worth  to  persons  generally,  purchasing  in  the 
open  market  in  consideration  of  the  land's  adaptability  for  any 
proven  use.' 

"While  evidence  concerning  the  value  of  the  water  company's 
watershed  lands  in  dollars  and  cents  for  some  one  particular  purpose 
was  presented  by  both  sides  without  objection,  I  shall  bear  in  mind 
the  rule  laid  down  by  the  Supreme  Court  of  this  State  in  the  Sacra- 
mento Southern  Railroad  Company  case  and  shall  be  guided  by  it. 

"W.  M.  Wells,  called  on  behalf  of  the  Railroad  Commission,  prepared 
a  valuation  of  the  lands  of  the  water  company  in  view  of  all  the 
uses  to  which  they  are  reasonably  adaptable,  including  the  catchment 
and  storage  of  water.  While  I  am  of  the  opinion,  on  all  the  evidence 
in  this  proceeding,  that  the  value  assigned  by  Mr.  Wells  is  somewhat 
low,  it  would  also  appear  that  he  is  the  only  one  of  the  witnesses  so 
far  named  who  applied  the  correct  principles  of  valuation  in  reaching 
a  conclusion  as  to  the  value  of  the  land.     .     ,     . 

"At  the  outset,  counsel  for  the  water  district  urged  that  as  the  w^ater 
company's  lands  are  devoted  to  a  public  use,  the  usual  principles 
of  valuation  can  not  be  applied  and  counsel  intimate  that  the  Milue 
to  be  found  by  this  Commission  can  be  only  a  value  for  the  present 
use  of  these  lands.  It  is  also  pointed  out  that  these  lands  were  just 
as  valuable  for  catching  and  storing  water  when  they  were  originally 
acquired  as  they  are  now,  and  it  is  intimated  that  this  Commission 
can  allow  as  value  of  these  lands  only  what  they  originally  cost.   .    .    . 

I  have  given  considerable  thought  to  this  contention,  but  am  of  the 
opinion  that  the  Supreme  Court  of  the  United  States  has  answered 
this  question  contrary  to  the  views  advocated  by  counsel  for  the  water 
district.  In  the  famous  Minnesota  Rate  Case,  230  U.  S.  352,  Justice 
Hughes  had  under  consideration,  among  other  questions,  the  reason- 
able value  to  be  allowed  for  the  right  of  w^ay  and  terminal  gromids 
of  certain  railroads  in  Minnesota.  These  lands  had  been  devoted 
to  a  public  use  just  as  much  as  the  lands  of  the  water  company  in 
this   proceedhig.     Various   methods   of   valuing  these   lands   were 
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suggested,  but  the  Supreme  Court  held  that  the  railroads  could  have 
no  just  cause  of  complaint  if  they  were  allowed  'the  fair  average  of 
the  normal  market  value  of  land  in  the  vicinity  having  a  similar 
character.     At  page  455,  Justice  Hughes  says: 

"  'The  company  would  certainly  have  no  ground  of  complaint  if  it 
were  allowed  a  value  for  these  lands  equal  to  the  fair  average  market 
value  of  similar  land  in  the  vicinity,  without  additions  by  the  use 
of  multipliers,  or  otherwise,  to  cover  hypothetical  outlays.' 

''While  this  was  a  rate  case,  and  while  Justice  Hughes  states  the 
maximum  which  should  be  allowed,  1  am  of  the  opinion  that  the 
rule  as  thus  established  by  Justice  Hughes  will  be  of  value  in  the 
present  proceeding.   .    .    . 

"The  water  company  owns  no  so-called  'water  rights,'  but  it  owns 
land  capable  of  certain  uses  and  water  reduced  to  possession  and 
impounded  in  its  reservoirs.  If  I  own  land  which  is  adapted  to  the 
raising  of  wheat,  and  that  is  its  highest  present  use,  a  purchaser  of 
that  land  will  pay  me  for  it  in  view  of  this  use.  If  I  have  not  sown 
the  land  to  wheat,  I  will  receive  payment  only  for  the  land,  in  view 
of  its  uses.  On  the  other  hand,  if  I  have  so^vvn  the  land  to  wheat  and 
there  is  a  crop  of  wheat  standing  on  the  land  at  the  time  of  its  sale; 
I  expect  to  be  paid  not  merely  for  the  land,  but  also  for  the  crop 
which  I  have  raised  thereon.  So  in  the  present  case,  the  water 
company  is  entitled  to  compensation  for  its  watershed  lands,  and 
also  for  the  crop  of  water  which  it  has  reduced  to  possession  and 
stored  on  those  lands  at  the  time  the  water  company  parts  with  its 
title.   .    .    . 


CALIFORNIA 


224.5— Rates  Fixed  by  Contract. 

United  Light  and  Power  Company,  Investigation  of  the  Rate  for  Elec- 
tric Power  Supplied  to  Certain  Railways.  Decision  of  the  California 
Railroad  Commission,  Finding  that  the  Rate  is  Excessive.  May  10, 
1915. 

On  December  30,  1913,  the  United  Light  and  Power  Company  entered 
into  a  contract  with  the  San  Francisco,  Oakland  and  San  Jose  Con- 
solidated Railway  under  the  terms  of  which  the  power  company  agreed 
to  furnish  the  railway  company  for  a  period  of  ten  years  electric  energy 
at  $0.01125  per  kilowatt  hour. 

Upon  investigation  the  Commission  finds  that  the  r^te  for  power,  con- 
sidered in  connection  with  other  terms  of  the  contract,  is  unduly 
burdensome  upon  the  railway  company. 
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"It  also  appears  that  this  contract  between  United  Light  and  Power 
Company  (of  Cahfornia)  and  San  Francisco,  Oalcland  and  San 
Jose  Consolidated  Railway  was  made  at  a  time  when  both  the  power 
company  and  the  railway  company  were  under  the  control  of  the 
United  Properties  Cjmpany  of  California,  or  in  other  words,  when 
the  control  of  the  two  contracting  parties  were  in  the  same  hands. 

"I  cannot  escape  the  conclusion,  therefore,  that  this  contract  was 
entered  into  for  the  purpose  of  improperly  deflecting  the  earnings 
of  the  railway  company  into  the  treasury  of  the  power  company." 

"These  railway  properties  were  entitled  to  the  very  best  that  the 
interests  in  control  of  them  could  do  for  them.  Instead,  I  find  that, 
with  apparently  deliberate  design,  the  railway  company  through 
the  veiled  subterfuge  of  a  contract,  has  been  compelled  to  divert  from 
its  fmids,  improperly  and  unfairly,  more  than  $50,000.00  per  year. 
These  sums  have  been  diverted  at  a  time  when,  both  for  the  protec- 
tion of  its  stockholders  and  creditors  and  in  the  interests  of  the 
public,  it  was  mandatory  that  San  Francisco-Oakland  Terminal 
Railways  husband  its  every  resource.   .    .    . 

980— Public  Relations. 

"In  passing  upon  this  matter,  I  feel  obliged  to  call  into  serious 
question  the  good  faith  of-  that  type  of  promoter  or  financier  who, 
posing  as  the  protector  and  savior  of  public  utility  property  in  the 
State  of  California,  is  at  the  same  time  faithless  to  the  interests  of 
the  very  public  utility  properties  which  he  is  paid  to  protect.  This 
same  type  of  promoter  holds  it  to  be  his  privilege  to  divert  to  his 
own  advantage  the  public  utility  funds  that  come  within  the  purview 
of  his  trust,  regardless  of  the  injury  worked  upon  the  bondholders, 
the  stockholders  or  the  public ;  and  when  the  mischief  he  has  wrought 
reduces  the  utility  to  the  brink  of  bankruptcy,  he  insists — still 
posing  as  the  savior  of  the  utility  he  has  betrayed — that  this  Com- 
mission should  restore  through  inflated  findings  of  value  the  financial 
strength  which  he  has  sapped  from  the  utility. 

"Fortunately,  there  are  few  remaining  of  this  type  of  financial 
wreckers  in  the  pubhc  utility  field  in  the  State  of  California. 

"It  is  only  occasionally  that  this  Commission  still  encounters  a 
situation  such  as  is  found  in  the  power  contract  heretofore  referred 
to.  The  public  utility  business  of  this  State  is  now  being  conducted 
on  a  high  plane,  and,  as  in  this  case,  we  find  that  public  utility  men 
working  with  high  purposes  are  among  the  foremost  to  set  them- 
selves in  opposition  to  practices  such  as  those  which  are  represented 
by  this  objectionable  power  contract."   .    .    . 

The  Commission  directed  the  companies  to  immediately  take  up  the 
question  of  an  agreement  upon  a  new,  just  and  equitable  rate  for  this 
service. 
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CALIFORNIA 

132 — Protection  from  Competition. 

Mt.  Konocti  Light  and  Power  Company  v.  James  A.  Gunn,  Jr., 
Asking  That  Defendant  Be  Compelled  to  Withdraw  From  Territory 
Served  by  the  Petitioner.  Decision  of  the  California  Railroad 
Commission,  Former  Order  Granting  the  Petition  Annulled,  For  Lack 
of  Jurisdiction.     May  5,  1915. 

This  is  a  rehearing  of  the  decision  reported  in  6  Rate  Research  329. 
The  former  decision  stated  that  the  petitioner  was  serving  the  public 
in  the  vicinity  of  Finley  prior  to  the  extension  of  the  lines  of  the  defend- 
ant company  into  that  territory  and  that 

"as  long  as  complainant  supplies  electric  energy  to  all  bona  fide 
applicants  for  service  within  said  territory  at  reasonable  rates,  and 
under  reasonable  regulations,  the  present  or  future  public  con- 
venience and  necessity  does  not  and  will  not  require  the  construction 
or  installation  of  any  poles,  wires  or  facilities  whatsoever  by  James 
A.  Gunn,  Jr.,  defendant  in  this  case,  in  said  territory,  nor  can  any 
lasting  benefit  accrue  to  the  public  by  permitting  defendant  to  enter 
into  competition  with  complainant  in  the  distribution  and  sale  of 
electric  energy  in  the  vicinity  of  Finley." 

Upon  rehearing  the  Commission  finds  that  a  franchise  was  granted  the 
defendant,  prior  to  the  enactment  of  the  Public  Utilities  Law,  which 
gave  defendant  authority  to  construct  and  operate  a  system 

"for  the  purpose  of  transmitting  and  distributing  electricity  for 
the  purpose  of  producing  light,  heat  and  power  along  and  upon  the 
public  highways,  streets  and  alleys  in  the  county  of  Lake,  State  of 
California,  and  in  the  several  unincorporated  towns  and  villages 
therein."     ... 

Its  extension  to  Finley  was  made  under  this  franchise  and  the  power 
of  the  Commission  to  make  the  order  requiring  an  abandonment  of 
this  service  is  questioned. 

"The  question  presented  in  this  case  has  not  yet  been  passed  up- 
on by  this  Commission,  and  was  raised  for  the  first  time  in  the  ap- 
plication for  rehearing  in  the  present  proceeding.  The  answer  to 
this  question  must  be  governed  by  Section  50  (b)  of  the  Public 
Utilities  Act.     .     .     . 

"The  purpose  and  scope  of  this  section  of  the  Public  Utilities  Act 
was  considered  at  length  in  the  decision  of  the  Connnission  in  Ap- 
plication No.  485 — Tn  the  matter  of  the  application  of  Southern 
Sierras  Power  C'ompany  for  the  determination  of  whether  it  was 
necessary  for  said  company  to  secure  from  this  Commission  a  cer- 
tificate of  public  convenience  and  necessity  or  a  permit  under  the  pro- 
visions of  Section  50  of  the  Public  Utilities  Act,  for  the  prosecution 
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of  its  operations  in  San  Bernardino  County,  and  if  so,  for  an  order 
granting  such  certificate  or  permit,'  Vol.  2,  Opinions  and  Orders  of  the 
Commission,  647.  It  is  important  to  note  that  Section  50  (b)  pro- 
vides in  part  'that  when  the  Commission  shall  find,  after  hearing,  that 
a  public  utility  has  heretofore  begun  actual  construction  work,  and 
is  prosecuting  such  work  in  good  faith,  uninterruptedly  and  with 
reasonable  diligence  in  proportion  to  the  magnitude  of  the  under- 
taking, under  any  franchise  or  permit  heretofore  granted  but  not 
heretofore  actually  exercised,  such  public  utility  may  proceed,  un- 
der such  rules  and  regulations  as  the  Commission  may  prescribe, 
to  the  completion  of  such  work,  and  may,  after  such  completion, 
exercise  such  right  or  privilege.'  The  record  in  the  present  case 
shows  that  upon  receipt  of  his  franchise  from  the  board  of  super- 
visors of  Lake  County,  Gunn  immediately  began  the  construction 
of  a  hydroelectric  plant  on  Kelsey  Creek,  and  has  since  that  time 
proceeded  in  good  faith,  uninterruptedly  and  with  reasonable  dili- 
gence in  proportion  to  the  magnitude  of  the  undertaking,  to  enlarge 
and  extend  this  distributing  system  to  supply  other  portions  of 
Lake  County.  While  it  must  be  clear,  therefore,  that  under  Sec- 
tion 50  (b)  of  the  Public  Utilities  Act  the  Commission  may  pre- 
scribe such  rules  and  regulations  as  seem  proper,  governing  the 
construction  and  extension  of  defendant's  hydroelectric  system 
in  Lake  County,  the  Commission  is  given  no  power  to  refuse  to  the 
defendant  the  right  to  exercise  his  franchise  at  all  in  or  about  the 
Village  of  Finley,  Lake  County.  I  must  conclude,  therefore,  that 
the  Commission  does  not  have  jurisdiction  to  grant  the  relief  re- 
quested by  the  complainant  in  this  case." 

The  former  order  is  annulled. 

PENNSYLVANIA 
132 — Protection  from  Competition. 

Petition  of  the  Township  of  Jenkins  for  Approval  of  Lighting  Con- 
tract with  the  Jenkins  Township  Electric  Light,  Heat  and  Power 
Company.  Decision  of  the  Pennsylvania  Public  Service  Commission, 
Finding  That  the  Approval  of  the  Contract  is  not  Necessary  or  Proper 
for  the  Service  of  the  Pubhc.     May  20,  1915. 

The  Township  received  competitive  bids  for  street  lighting  and  awarded 
the  contract  to  the  Jenkins  Township  Electric  Light,  Heat  and  Power 
Company.  The  Citizens  Electric  Illuminating  Company  has  been 
furnishing  commercial  and  street  lighting  service  in  the  TowTiship  and 
this  company  entered  a  protest  against  the  awarding  of  the  contract 
to  the  Jenkins  Township  Company.  The  latter  company  has  not 
equipped  itself  with  facilities  for  rendering  service. 

In  regard  to  the  relative  merits  of  the  proposed  lighting  systems  the 
Commission  finds  that 

"For  an  equal  expenditure  of  money,  the  township  of  Jenkins  can 
secure  more  illumination  from  the  four-ampere  luminous  arc  lamps 
at  $45  per  lamp  per  year  (the  offer  of  the  Citizens  Company)  than 
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from  type  C  mazda  lamps  of  250  candle  power  at  $37  per  lamp  per 
year  (the  offer  of  the  Jenkins  Township  company  which  was  accepted 
by  the  township.)" 

132.9 — Fair  Rates  and  Efficient  Service. 

In  answer  to  the  more  general  question  as  to  whether  or  not  public 
convenience  and  necessity  will  be  best  served  by  admitting  the  second 
company,  the  Commission  say's: 

"The  public  necessity  for  the  approval  of  the  pending  contract  is 
not  apparent  from  the  evidence.  For  more  than  ten  years,  the  com- 
mercial street  lighting  in  the  Township  of  Jenkins  has  been  done  by 
a  company  fully  equipped  for  the  performance  of  the  service  required 
and  amply  able  to  make  such  extensions  as  may  be  needed.  The 
complaints  as  to  the  services  rendered  by  the  company  are  of  minor 
importance;  and  it  may  well  be  doubted  whether  a  new  company 
with  more  limited  financial  resources  and  with  no  experience  in 
furnishing  light  would  be  able  to  serve  the  public  as  efficiently  as  it 
is  now  being  served.  The  rates  at  which  the  company  now  in  the 
field  offers  to  continue  the  service  of  street  lighting  are  not  high  in 
comparison  with  the  rates  paid  elsewhere  for  similar  service,  and 
are  fully  as  reasonable  as  are  the  rates  offered  by  the  company 
desiring  to  enter  the  field."   .    .    . 

132.8 — Unnecessary  Duplication. 

"There  is  much  force  in  the  contention  of  the  protesting  company, 
that  there  is  not  enough  business  in  Jenkins  Township  to  enable 
two  companies  permanently  to  operate  successfully  and  provide 
good  service  at  reasonable  rates. 

"When  services  that  may  be  rendered  with  profit  only  by  one  com- 
pany are  divided  among  two  companies  neither  one  of  which  can 
conduct  its  business  at  profit,  the  services  are  quite  certain  to  dete- 
riorate. However,  the  ultimate  effect  of  unprofitable  competition 
is  a  relatively  high  charge  for  a  poor  service. 

"In  its  decision  hi  Re  Petition  of  Schuylkill  Light,  Heat  and  Power 
Company  for  Approval  of  an  Ordinance  of  the  Borough  of  Ashland 
(Municipal  Contract  Docket  No.  1),  this  Commission  took  the 
position  that 

"  'The  passage  of  the  Act  of  July  2G,  1913,  and  of  similar  acts  in 
nearly  all  of  the  other  States  indicates  a  general  judgment  that  a 
reliance  upon  competition  between  public  service  companies  for 
securing  adequate  service  and  proper  rates  has  not  been  successful, 
and  that  hereafter  supervision  by  properly  constituted  authorities 
is  to  be  substituted.  Long  experience  has  shown  that  while  the 
temporary  effect  of  competition  between  pubUc  utilities  occupying 
the  same  territory  is  to  secure  lower  rat(^s,  the  final  result  is  likely 
to  be  the  absorption  of  one  by  the  other  and  then  an  increase  of  rates 
to  pay  the  expense  of  the  warfare.' 

"A  similar  view  was  expressed  by  the  Commission  In  Re  Petition  of 
the  Borough  of  Exeter  for  the  Approval  of  a  Franchise-Contract 


Rate     Research  173 


Granted  to  the  Consumers'  Electric  Company  of  the  Borough  of 
Exeter  (Municipal  Contract  Docket,  No.  34),  and  it  was  held  In  Re 
Petitions  of  the  Borough  of  Avoca  (Municipal  Contract  Dockets 
Nos.  237  and  258),  that  the  borough,  which  had  a  population  of 
4,600  was  'not  of  sufficient  size  to  sustain  two  systems  of  supply 
(for  electric  lighting)  profitably,'  and  the  Commission  was  'unable 
to  fmd  that  the  approval  of  the  proposed  contract  is  "necessary 
or  proper  for  the  service"  of  the  public  or  likely  to  be  of  permanent 
benefit  to  the  people  of  Avoca.'  " 

CALIFORNIA 

780— Service. 

Application  of  George  A.  Ogden  For  An  Order  Authorizing  an  In- 
crease in  Rates  For  Warehouse  Service.  Decision  of  the  California 
Railroad  Commission,  Granting  the  Increase.     April  20,   1915. 

Patrons  of  the  applicant  made  no  protest  against  the  proposed  increase 
in  rates,  and  in  fact  a  number  of  patrons  urged  that  a  reasonable 
increase  should  be  allowed  in  order  to  properly  compensate  warehouse- 
men and  encourage  better  service.     The  decision  says; 

"Indeed,  the  testimony  showed  that  the  contemplated  increase  in 
his  rates  had  been  discussed  by  applicant  and  his  patrons  and 
the  latter  had  signified  their  willingness  to  pay  the  rates  prayed 
for,  provided  warehousemen  would  continue  to  give  them  the 
superior  service  inaugurated  within  the  last  year  or  so.  With 
reference  to  this  situation,  it  might  be  said  that  the  Commission 
has  consistently  maintained  that  one  of  the  primary  considerations 
in  dealing  with  a  pubHc  utility  is  to  insist  upon  adequate  service  to 
the  public,  and  the  public  has  not  been  found  unwilling  to  pay  a 
fair  return  upon  the  utility's  investment,  so  long  as  the  reasonable 
requirements  of  the  patrons  have  been  met." 

REFERENCES 

RATES 

400— Rate  Theory. 

The  Development  of  Scientific  Rates  fqr  Electricity  Supply. 
Selected  Original  Rate  Papers,  by  the  Edison  Illuminating  Company  of 
Detroit.     1915.     231  pages. 

There  are  brought  together  in  this  vohime  the  following,  selected  rate  papers: 
On  the  Cost  of  Electric  Supply,  by  Dr.  John  Hopkinson;  A  Method  of  Calculating 
the  Cost  of  Furnishing  Electric  Current  and  a  Way  of  Selling  It,  by  W.  J.  Greene; 
Cost  of  Electricity  Supply,  by  Arthur  Wright;  Equitable,  Uniform  and  Competi- 
tive Rates,  by  Henry  L.  Doherty;  High  Efficiency  Lamps — Their  Effect  on  the 
Cost  of  Light  to  the  Central  Station,  by  S.  E.  Doane;  Demand  and  Diversity 
Factors  and  Their  Influence  on  Rates,  by  J.  R.  Cravath;  Effect  of  Width  of 
Maximum  Demand  on  Rate  Making,  by  Louis  A.  Ferguson;  and  Reasonable  Profit 
— Its  Definition,  Collection  and  Distribution,  by  James  V.  Oxtoby. 
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MUNICIPALITIES 

820 — State  Regulation  of  Municipal  Utilities. 

Commissions  with  Jurisdiction  over  Public  Utilities  Generally. 
0.  E.  L.  A.  Monthly.    June  1915.     p.  237.    . 

The  question  of  the  advisability  of  providing  state  regulation  of  municipal  utilities 
has  bieen  an  important  one  before  the  Ohio  legislature.  In  this  article  in  the 
Monthly  a  compilation  prepared  by  Miller,  Thompson,  Dunbar  and  Martin  is  given 
which  shows  what  states  have  provided  for  supervision  over  mimicipal  plants, 
and  what  states  have  certificate  of  convenience  and  necessity  requirements  apply- 
ing to  private  or  private  and  municipal  plants. 

830— Public  Ownership. 

Municipal  Ownership.     0.  E.  L.  A.  Monthly.    June,  1915,  p.  235. 

The  article  urges  the  necessity  of  a  thorough  compaign  of  education  among  the 
people  as  to  the  disadvantages  of  municipal  o^^^aership  in  Ohio.  A  great  majority 
of  the  people  think  that  municipal  utilities  are  vmder  control  of  the  Utilities 
Commission,  that  they  are  always  rim  honestly  and  in  the  interest  of  the  taxpayer, 
and  that  the  people  are  getting  cheap  service  with  no  discrimination  in  rates,  while 
facts  show  the  opposite  to  be  true.  A  summary  is  given  of  the  annual  losses  of  the 
Ohio  municipal  utilities  for  the  previous  year,  based  on  the  investigation  and 
reports  of  the  Public  Service  Publishing  Company. 

830— Public  Ownership. 

Dual  Ownership  of  Public  Utilities  in  Alsace^  Commerce  Reports, 
June  5,  1915.     4  pages,  p.  1042. 

A  system  of  control  over  public  utilities  has  been  attempted  by  the  city  of  Strass- 
burg,  Alsace,  which  is  believed  to  be  quite  unique.  Instead  of  undertaking 
municipal  ownership  and  operation  as  most  German  towns  have  done,  the  city 
has  taken  over  part  of  the  stock  of  the  electric,  gas  and  street  railway  companies 
and  the  city  is  represented  on  the  board  of  directors  of  these  companies.  The 
arrangement  between  the  city  and  each  utility  is  given  in  some  detail  upon  the 
information  of  consul  Milo  A.  Jewett,  Kehl,  Germany.  The  companies  have  been 
granted  concessions  for  long  terms,  the  city  is  to  share  in  the  profits  of  the  com- 
pany and  arrangements  are  made  for  the  settlement  of  conflict  between  the  interests 
of  the  public  and  the  company.  For  example,  in  the  gas  contract,  it  is  provided 
that  in  the  event  of  differences  between  the  private  and  public  interests  as  to  the 
amount  of  the  royalty  or  the  price  of  gas,  a  general  meeting  is  to  be  called,  at 
which  a  two-thirds  majority  vote  shall  be  required  to  carry  a  motion.  It  is  stated 
that  so  far  the  dual  ownership  and  control  has  worked  well. 


GENERAL 

782.5 — Lamp  Efficiency. 

Calculation   of  Illimination,   by   Richard  C.  Po^vELL.     Electrical 
World.     June  5,  1915,  p.  1463. 

A  description  is  given  of  a  method  developed  for  delernuning  the  distribution  and 
intensity  of  illumination  from  an  indirect  lighting  source. 
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900— General 

The  Evolution  of  the  Jitney  Bus,  by  The  Fidelity  Trust  Company^ 
OF  Baltimore.     Pamphlet  31  pages.     May  10,  1915. 

A  summary  is  given  of  data  obtained  from  an  exhaustive  investigation  of  the  jitney 
bus  situation  in  the  princijoal  cities  of  the  United  States  and  Canada.  Information 
is  given  concerning  the  history  of  the  jitney  service;  the  attitude  of  the  general 
l)ul3lic,  city  officials,  prominent  bankers,  street  railway  authorities  and  man- 
ufacturers of  cars  used  in  jitney  service;  the  effect  of  the  competition  of  this  service 
with  street  railways;  the  means  adopted  by  street  railways  to  coimteract  this 
competition;  and  what  steps,  if  any,  are  taken  to  regulate  the  jitney. 


COURT  DECISION  REFERENCES 

112.5— Ordinance  Rates. 

Pawhuska  Oil  &  Gas  Co.  v.  City  of  Pawhuska  et  al.  Decision  of 
the  Supreme  Court  of  Oklahoma,  May  3,  1915.     148  Pacific  118. 

The  applicant  natural  gas  company  furnished  gas  pursuant  to  the  franchise 
granted  by  the  city  which  provided  for  both  fiat  rate  aervice  and  meter  service. 
The  legislature  passed  an  act  specifying  that  natural  gas  companies  supply  gas 
through  standard  meters  at  meter  rates.  With  intent  to  comply  with  this  act  the 
company  refused  to  continue  fiat  rate  service.  The  company  prepared  to  furnish 
all  customers  through  standard  meters  and  distributed  rules  and  regulations 
governing  such  service.  The  city  began  an  action  in  the  court  to  require  the 
company  to  continue  fm-nishing  service  in  accordance  with  the  terms  of  the  fran- 
chise. The  lower  court  issued  perpetual  injunction  restraining  the  company  from 
abandonmg  fiat  rate  service  and  from  enforcing  the  rules  and  regulations  for  meter 

service,  on  the  ground  that  the  franchise  constitutes  a  contract  between  the  city 
and  the  company  "the  obligation  of  which  the  state  camiot  impair."  The  supreme 
court  holds  that  this  decision  of  the  trial  court  is  in  error  for  the  reason  that  the 
act  requiring  natural  gas  service  to  be  metered  was  "one  of  police  regulation 
intended  to  prevent  the  waste  of  gas."  The  power  to  police  the  business  of  furnish- 
ing natural  gas  "had  theretofore  been  reserved  both  to  the  state  and  the  city." 
The  court  also  approved  the  company's  rule  requiring  a  guaranty  deposit  before 
furnishing  service. 

139.9— Deposits. 

"The  company  had  the  right  to  require  a  deposit  of  $5  from  each  customer 
before  installing  his  meter,  the  same  to  be  a  guaranty  for  the  payment  of  his  gas 
bill,  among  other  things.     There  is  no  division  of  authority  on  this  point." 

Quotations  are  given  supporting  this  statement,  from  the  following:  Wyman, 
Public  Service  Corporations,  Volume  2,  Sec.  877;  Shepard  v.  Milwaukee  GasLight 
Co.,  6  Wis.  539,  70  Am.  Dec.  479;  and  Owensboro  Gas  Light  Co.  v.  Hildebrand 
(Ky.)  42  S.  W.  5.31;  and  referred  also  to  Vanderberg  v.  Kansas  City,  Mo.,  Gas 
Co.,  126  Mo.  App.  600,  105  S.  W.  17;  Williams  v.  Mutual  Gas  Co.,  52  Mich.  499, 
18  N.  W.  236,  50  Am.  Rep.  266. 

132— ^Protection  from  Competition. 

Ghriest  v.  Railroad  Commission  of  California.  Decision  of 
Supreme  Court  of  California.    April  15,  1915.     148  Pacific  195. 

By  an  application  for  a  writ  of  review  the  petitioner  seeks  to  have  reviewed  and  set 
aside  an  order  made  by  the  Railroad  Commission,  determining  that  public  con- 
venience and  necessity  require  the  construction,  operation,  and  maintenance  by  the 


176  T         Rate     Research 


Pacific  Light  &  Power  corporation  of  an  electrical  transmission  line  from  Domin- 
guez  in  Los  Angeles  county  to  the  city  of  Newport  Beach,  and  the  construction, 
operation,  and  maintenance  of  an  electrical  distributing  system  in  the  city  of 
Newport  Beach. 

The  petitioner  is  operating  an  electric  light  plant  in  the  city  and  the  order  of  the 
Commission,  which  was  reported  in  4  Rate  Research  153,  permitted  the  Pacific 
Company  to  enter  into  competition  whereby  the  petitioner  will  be  injuriously 
affected.     The  court  says: 

"The  scope  of  our  inquiry  regarding  orders  of  the  Railroad  Commission  was 
exhaustively  discussed  in  the  opinions  in  Pacific  Telephone  &  Telegraph  Com- 
pany V.  Eshleman  et  al.,  166  Cal.  640,  137  Pac.  1119,  50  L.  R.  A.  (N.  S.)  652 
(4  Rate  Research  343).  Under  the  views  there  expressed,  it  is  clear  that  the 
petition  here  affords  no  warrant  for  the  issuance  of  a  writ.  If  it  be  conceded 
that  we  may,  in  such  a  proceeding,  inquire  whether  any  right  of  the  petitioner 
under  the  Constitution  of  the  United  States  is  violated  by  the  action  of  the 
Commission,  notwithstanding  there  was  no  excess  of  jurisdiction  on  the  part 
of  the  Commission,  it  is  clear  that  no  such  violation  is  shown  by  the  allegations 
of  the  petition."     .     .     . 

240 — Commission  Procedure. 

The  appellant  alleged  that  the  application  and  procedure  'in  this  case  did  not 
conform  in  certain  respects  to  the  rules  adopted  by  the  Commission  for  such 
hearings.     The  Court  says: 

"It  is  clear  that  it  must  be  held  that  the  mere  failure  of  the  Commission  to 
observe  rules  adopted  by  it  relative  to  practice  and  procedure  does  not  render 
its  order  one  in  excess  of  its  jurisdiction,  or  warrant  us  in  holding  that  the 
Commission  has  not  'regularly  pursued  its  authority.'  Indeed,  it  is  expressly 
provided  in  the  Public  Utilities  Act  that  'no  informality  in  any  proceeding 
*     *     *     shall  invalidate'  any  order  or  decision,  made  by  the  Commission." 

244— Rehearing  and  Appeal. 

Atchison,  T.  &  S.  F.  Ry.  Co.,  et  al.  v.  State.  Decision  of  the 
Supreme  Court  of  Oklahoma.     April  23,  1912.     148  Pacific  144. 

Appellants  ask  that  an  order  of  the  Corporation  Commission,  in  which  rates  are 
provided  for  shipments  of  live  stock,  be  set  aside.     The  court  ruled  that 

"If  there  is  any  evidence  reasonably  tending  to  support  the  findings  of  fact  of 
the  Commission  that  the  rates  enforced  by  the  {public  carriers  for  transportation 
between  points  within  the  state  are  imreasonably  high  and  unjust,  the  findings 
and  order  of  the  Commission  thereon  prescribing  a  schedule  of  lower  rates  will 
not  be  disturbed."     .     .     . 

The  order  of  the  Commission  in  this  case  is  sustained. 

129.1 — Discrimination. 

The  court  comments  upon  the  fact  that  the  order  was  promulgated  for  tlie  purpose 
of  eliminating  a  discrimination  in  rates  alleged  to  be  disadvantageous  to  Okla- 
homa shippers  as  compared  with  similar  rates  in  other  states. 

"It  will  be  observed  that  the  language  conferring  upon  the  Commission  power 
and  authority  to  control  transportation  coinpaiues  'in  all  matters  rehiting'  to 
'preventing  unjust  discrimination'  is  very  broad,  and  the  j)()\ver  is  not  confined 
to  discriminations  between  individuals  or  classes  of  individuals.  The  lan- 
guage is  comprehensive  enough  to  include  the  i)revention  of  unjust  discrimina- 
tion between  localities  and  classes  of  traffic.  It  will  also  be  observed  that  the 
Constitution  does  not  by  its  terms,  further  than  is  imj)lied  by  the  term  'unjust 
discrimination,'  limit  or  restrict  the  ('ommission  in  determining  wiiat  is  a 
discrimination  that  it  may  i)revent.  by  the  ail()i)tion  and  jtroniulgal  ion  of  rules 
and  regulations.  It  follows  that  as  to  what^  constitutes  an  'unjust  discrimina- 
tion' under  this  provision  of  the  Constitution  is  largely,  if  not  entirely,  a 
question  of  fact.     .     .     ." 
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For  statement  of  facts  and   opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
OKLAHOMA 

616 — Official  or  Government  Rates. 

Board  of  Education  of  the  City  of  Guthrie  v.  Guthrie  Gas,  Light, 
Fuel  and  Improvement  Company  et  al.,  Protesting;  Against  the 
Discontinuance  of  a  Special  Rate  to  Public  Schools.  Decision  of  the 
Oklahoma  Corporation  Commisslon,  Approving  the  Special  Rate 
Under  the  Conditions  in  This  Case.     March  15,  1915. 

The  defendant  natural  gas  company  voluntarily  offered  a  special  rate 
for  gas  furnished  to  the  Guthrie  School  district.  The  offer  was  ac- 
cepted and  the  school  district  discontinued  the  use  of  coal  burners 
and  put  in  gas  burners.  The  defendant  later  discontinued  this  rate 
and  sought  to  establish  the  higher  rate  for  domestic  service.  In  defense 
of  its  action  the  company  alleges  that  the  special  rate  was  discrim- 
inatory. 

"The  contention  of  the  defendant,  that  making  a  different  rate  to 
public  buildings  than  to  domestic  consumers  would  be  a  discrimina- 
tion, is  not  well  founded  in  this  case.  The  Commission  is  of  the 
opinion  that  granting  a  different  rate  to  public  buildings  does  not 
necessarilv  constitute  unlawful  discrimination,  and  the  cases  so 
hold.  (See  AVillcox  v.  Consolidated  Gas  Co.,  212  U.  S.  54,  53  L. 
ed.  400,  48  L.  R.  A.  (N.  S.)  1134,  29  Sup.  Ct.  Rep.  192,  15  Ann. 
Cas.  1034;  New  York  Teleph.  Co.  v.  Siegel-Cooper  Co.  202  N.  Y., 
502,  36  L.  R.  A.  (N.  S.)  560,  96  N.  E.  109;  also  Re  Bangor  Gaslight 
Co.  P.  U.  R.  1915,  A,  page  134.)  Whether  or  not  public  buildings 
should  be  granted  a  lower  rate  than  other  consumers,  in  the  absence 
of  statute  controlling,  is  a  matter  that  should  be  determined  by  the 
Commission  under  the  facts  and  circumstances  in  each  particular 
case. 

"There  is  strong  argument  against  making  a  distinction  between 
public  buildings  and  domestic  consumption,  and  especially  the  estab- 
lishments of  precedents  making  the  distinction  throughout  the  state 

Editorlvl  Note. — All  indented  matter  is  direct  quotation. 
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regardless  of  the  conditions  and  circumstances,  and  many  of  the 
Commissions  of  other  states  have  so  held.  (See  Re  Oconto  City 
Water  Supply  Co.  7  W.  R.  C.  R.  479.)  The  Wisconsin  Commission 
says,  in  Janesville  v.  Janesville  Water  Co.  7  W.  R.  C.  R.  628  and 
671:  'Public  buildings,  scliools,  and  churches  should  be  charged 
for  water  on  the  same  basis  as  other  consumers.' 

"The  Commission  will  consider  this  particular  case  in  the  light  of 
circumstances  and  conditions  surrounding  it,  and  the  conclusions 
herein  reached  shall  not  be  considered  a  precedent  for  future  guid- 
ance. The  charges  for  pubhc  buildings  must  be  paid  by  the  public 
in  proportion  to  each  individual's  taxable  values,  and  the  Commis- 
sion in  no  case  would  lower  rates  on  public  buildings  if  it  had  the 
effect  of  increasing  rates  to  domestic  consumers." 

The  Commission  finds  that  in  this  instance  the  Company  should  be  re- 
quired to  continue  the  lower  rate.  The  lower  rate  was  voluntarily 
offered  by  the  company  and  this  fact  established  "a  presumption  that 
it  was  not  unreasonably  low."  The  Commission  further  fiiids  that  the 
difference  in  rates  will  cause  only  a  slight  reduction  in  the  revenue. 
Moreover,  the  school  district  incurred  considerable  expense  to  make 
the  change  in  equipment  so  as  to  take  the  service  offered  by  the  com- 
pany and  this  action  was  induced  by  the  of^'cr  of  the  low  rate. 

580 — Terms  and  Conditions. 

"The  complainant  contends  that  the  public  school  buildings  should 
be  considered  as  one  installation  and  be  charged  on  a  one-meter 
basis  for  all  schools  in  the  district.  The  question  of  considering 
all  gas  used  by  defendant  public  buildings,  or  different  private  build- 
ings owned  by  one  person,  and  charging  a  rate  as  though  the  gas 
passed  through  one  installation,  has  been  the  subject  of  considera- 
tion by  other  state  Commissions  and  courts.  The  New  Jersey 
Board  of  Public  Utilities  Commission  said:  'The  contention  that 
the  consumption  of  gas  and  electricity  in  all  public  buildings  in  the 
City  of  Newark  should  be  treated  as  if  furnished  at  one  separate 
installation,  thus  enabling  the  city  to  get  the  l:)enefit  of  larger  dis- 
counts, is,  in  the  opinion  of  the  Board,  unreasonable,  and,  if  granted, 
would  be  in  fact  a  discrimination  in  its  favor,  unless  the  same  rule 
applied  to  all  owners  of  more  than  one  piece  of  segregated  property.' 
Newark  v.  Public  Service  Electric  Co.  16  C.  L.  546. 

"Granting  to  schools  the  privilege  of  being  considered  as  one  con- 
sumer and  being  put  on  a  one-meter  basis  would  establish  as  a  pre- 
dent  a  wrong  basis  for  rate  making.  If  this  precedent  were  estab- 
lished, the  private  owners  of  various  buildings  in  the  city  demand 
similar  treatment,  thcreljy  securing  gas  for  various  buildings  at  much 
less  cost  than  other  parties  were  paying  in  similar  buildings,  which, 
if  carried  out,  would  have  the  effect  of  raising  the  rates  to  the  small 
consumer  or  the  party  who  owns  only  one  building.  Hence  the 
Commission  cannot  establish  this  precedent." 
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PENNSYLVANIA 

129.3— Refusal  of  Service. 

Elliott  et  al.  v.  Big  Springs  Electric  Company,  Protesting  Against 
an  Increase  in  Power  Rates.  Decision  of  the  Pennsylvania  Public 
Service  Commission,  Requiring  That  Previous  Rates  be  Maintained. 
May  20,  1915. 

Complaint  in  connection  with  the  power  business  arose  in  the  first 
instance  on  account  of  alleged  irregularity  in  the  current  furnished. 
One  of  the  complainants  claimed  that  he  had  suffered  serious  loss  and 
notified  the  company  that  a  claim  for  damages  would  be  made  if  the 
current  supply  was  not  made  more  uniform.  Thereupon  the  company 
issued  a  notice  to  its  consumers  that  it  would  cease  to  supply  current  for 
power  purposes.     Complaint  was  made  to  the  Commission. 

"An  order  was  accordingly  issued  upon  the  Company  by  this  Com- 
mission to  the  effect  that  the  said  company  could  not  arbitrarily 
discontinue  furnishing  power  as  long  as  it  contemplated  using  the 
powers  granted  by  its  charter."   .    .    . 

The  company  subsequently  issued  a  notice  of  an  increase  in  rates,  alleg- 
ing that  the  former  rates  were  less  than  the  cost  of  the  service. 

612— Power. 

The  Commission  holds  that  the  company  failed  to  show  that  current 
for  power  was  furnished  at  a  loss  under  the  old  rates,  and  an  order  is 
issued  restraining  the  company  from  putting  in  effect  the  proposed  in- 
crease. 

"The  testimony  does  not  show  what  the  receipts  were  under  the  old 
rates  nor  what  they  would  probably  amount  to  under  the  new  rates, 
nor  does  it  contam  any  figures  which  show  what  the  expenses  were 
under  the  old  rates  for  maintaining  the  power  service.  This  it 
seems  clearly  should  have  been  shown  by  Respondent  and  should 
have  been  possible  to  demonstrate,  if  Respondent's  contention,  that 
the  power  service  is  furnished  at  a  loss,  is  correct.  The  fact  that  it 
was  not  sho\^^l  is  practically  tantamount  to  an  admission  that  when 
the  same  wires,  machinery,  employes,  and  current  are  employed  in 
furnishing  light  and  power,  and  especially  during  the  same  hours 
of  the  day,  as  may  be  the  case  at  Newville  under  the  franchise  require- 
ments of  the  Respondent,  it  may  prove  to  be  too  difficult  a  matter 
to  segregate  the  power  service  from  the  whole  business  and  determine 
its  cost  for  a  given  period  like  a  year.  However,  where  this  item 
of  service  can  be  separated  from  the  rest  of  the  business  and  net 
earnings  clearly  shown,  a  proper  protection  of  all  interests  con- 
cerned will  require  that  due  and  careful  consideration  be  given  to 
this  branch  of  the  service  in  rate  making,  for  rates  either  for  power 
or  light  may  be  too  high  or  too  low  to  provide  legitimate  returns." 
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PENNSYLVANIA 

616.1— Street  Lighting. 

Petition  of  the  City  of  Willi amsport  for  the  Approval  of  a  Lighting 
Contract  with  the  Citizens'  Electric  Company.  Decision  of  the 
Pennsylvania  Public  Service  Commission,  Refusing  to  Grant  the 
Petition.     May  7,  1915. 

The  City  of  Williamsport  submitted  for  the  approval  of  the  Commission 
a  contract  entered  into  with  the  Citizens'  Electric  Company  for  street 
and  public  lighting.  It  appeared  that  the  contract  contained  a  con- 
dition not  provided  for  in  the  terms  and  specifications  upon  which  the 
city  advertised  for  bids,  and  the  legality  of  the  contract  was  called  in 
question.  The  provision  gives  the  Citizen's  Company  a  period  of  six 
months  within  which  to  furnish  the  light  to  the  city.  The  Commission 
says: 

"It  would  thus  seem  entirely  clear  that  the  illegality  of  the  contract 
is  conclusively  established.  The  finding  of  this  Commission  in  re 
Petition  of  City  of  Pittston  for  approval  of  street  lighting  contract 
with  Citizens'  Electric  Illuminating  Company,  Municipal  Contract 
Docket  No.  103,  1914,  was  predicated  upon  an  entirely  different 
state  of  facts. 

'Tf  the  contract  is  illegal  and  void  for  the  reasons  above  stated,  and 
if  it  is  within  the  province  of  this  Commission  to  so  determine,  the 
point  is  made  by  counsel  for  the  protestant  company  (the  Lycoming 
Edison  Company),  that  the  Certificate  of  Public  Convenience 
approving  such  illegal  and  void  contract  cannot,  under  the  pro- 
visions of  the  Public  Service  Company  Law,  lawfully  be  issued  by 
the  Commission." 

It  is  urged,  however,  by  counsel  for  the  parties  to  the  contract,  that  the 
question  of  legality  is  a  judicial  question  exclusively  for  the  courts, 
and  not  for  the  Commission  to  determine. 

220 — General  Powers  of  Conmiissions. 

"The  question  whether  or  not  the  contract  submitted  has  been  made 
or  attempted  to  be  made  contrary  to  the  provisions  of  said  Act  of 
June  27,  1913,  is  certainly  pertinent  to  this  inquiry  which  the  Com- 
mission must  necessarily  determine  administratively  as  a  condition 
precedent  to  the  granting  of  the  approval  which  is  sought.  This 
must  be  so,  because  if  such  contract  has  been  made  or  attempted 
to  be  made  in  violation  of  the  mandate  of  the  Act  of  Assembly  which 
declares  the  public  policy  of  the  Commonwealth  with  regard  to  the 
manner  in  which  such  contracts  shall  be  made  by  cities  of  the  third 
class,  this  Commission  can  hardly  hold  that  it  is  a  contract  which 
is  'necessary  or  proper  for  the  service,  accommodation  or  convenience 
of  the  pubUc'     The  fact  that  the  determination  of  such  a  question 
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is  by  an  agency  of  the  government  exercising  administrative  func- 
tions in  no  wise  affects  the  power  and  the  duty  of  the  Commission 
to  make  it.  The  findings,  determination  and  orders  of  the  Commis- 
sion are  in  the  exercise  of  a  governmental  authority  which,  in  its 
nature,  broadly  speaking,  pertains  to  the  executive  and  legislative 
departments  of  the  government,  and  partakes  also  of  the  character- 
istics of  the  exercise  of  judicial  functions.  In  reaching  such  deter- 
minations and  in  making  such  orders  it  is,  of  necessity,  called  upon 
to  exercise,  incidentally,  functions  which  are  quasi-judicial  in  their 
nature,  and  to  pass  upon  questions  of  law  of  the  kind,  at  least,  which 
is  involved  in  the  present  application.  Reagon  v.  Farmers'  Loan 
and  Trust  Co.,  154  U.  S.  362;  Prentis  v.  Atlantic  Coast  Line  Co., 
211  U.  S.  150;  Louisville  &  Nashville  R.  R.  Co.  v.  Garrett,  231  U.  S., 
298.  Regulation  upon  any  other  principle  of  administrative  action 
would  be  largely  nugatory.   .    .    . 

"In  the  exercise  of  a  sound  legal  discretion  after  investigation  and 
hearing,  the  Commission  may  determine  that  a  contract,  though 
concluded  by  a  public  service  company  with  a  municipality,  in  full 
conformity  with  the  provisions  of  legislation  requiring  competitive 
bidding  as  a  condition  precedent  to  the  making  of  the  contract  is, 
nevertheless,  'not  necessary  or  proper  for  the  service,  accommoda- 
tion, convenience  or  safety  of  the  public'   .    .    . 

"In  the  exercise  of  the  discretion  vested  in  the  Commission  to  deter- 
mine whether  or  not  a  contract  of  the  nature  of  the  present  one, 
made  by  a  municipality  with  a  public  service  company,  to  light  the 
streets  of  the  municipality,  or  for  the  performance  of  some  other 
service  which  the  municipality  itself  has  the  right  to  perform  (see 
Report  of  the  Commission  in  re  appUcation  of  the  Borough  of  Gettys- 
burg for  approval  of  the  construction  and  operation  of  an  electric 
plant  for  lighting  the  street  of  the  Borough  (No.  298,  Application 
Docket,  1914)  ),  due  weight  is  to  be  given  to  the  fact  that  the  munici- 
pality itself  might  perform  the  service  in  question,  under  its  unre- 
stricted local  government  authority  so  to  do.  Were  it  not  that  the 
contract  submitted  in  the  present  case  has  been  made  contrary  to 
the  public  poUcy  of  the  Commonwealth,  as  declared  by  said  Act  of 
June  27,  1913,  the  consideration  last  above  mentioned  would  be 
duly  taken  into  account." 

The  petition  for  the  certificate  of  public  convenience  evidencing  the 
approval  of  the  contract  by  the  Commission  is  dismissed.  The  Com- 
mission rules  that : 

"However  much  for  the  service,  accommodations  and  convenience 
of  the  public  the  approval  of  this  contract  might  otherwise,  upon 
investigation  and  the  taking  of  testimony,  prove  to  be,  a  Certificate 
of  Public  Convenience  approving  the  contract  cannot  be  issued, 
since  the  contract  violates  the  plain  mandate  of  the  Act  of  June  27, 
1913,  declaring  in  effect  that  a  contract  attempted  to  be  made,  as 
was  the  present  one,  is  not  proper  for  the  pubHc  convenience,  under 
the  public  policy  of  the  Commonwealth." 
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NEW  YORK 

139.9— Deposits. 

Investigation  by  the  New  York  Public  Service  Comiviissiox  (1  D) 
with  reference  to  Requirements  and  Practices  of  Gas  Corporations  in 
Relation  to  Consumers'  Deposits.     March  22,  1915. 

The  proceeding  was  instituted  by  the  Commission  because  of  complaints 
made  by  consumers,  and  because  inciuiries  made  early  in  1913  and  1914 
indicated  that  companies  were  unable  to  answer  important  c^uestions 
regarding  the  practice  of  the  companies  in  requiring,  refunding  and 
paying  interest  on  deposits. 

The  present  practice  of  the  companies  is  discussed  in  the  opmion 
written  by  Commissioner  Maltbie.  The  opinion  states  that  the 
records  should  be  more  complete  and  the  order  provides  regulations 
governing  the  manner  of  exacting,  holding  and  refunding  deposits  to 
insure  compliance  with  the  provisions  of  the  transportation  corpora- 
tions law  (Sec.  63,  Ch.  219  of  the  Laws  of  1909).  The  Commission's 
order  requires  the  company  to  keep  full  records  of  the  deposits  required 
of  consumers  and  a  full  record  of  each  transaction.  Each  consumer  is 
to  be  given  a  certificate  of  deposit,  with  provision  for  payment  of  the 
legal  interest  on  the  deposit  for  the  time  it  is  held  by  the  corporation 
and  for  provision  for  the  return  of  the  deposit  and  accrued  interest 
when  the  consumers'  account  is  closed  and  all  indebtedness  to  the 
corporation  for  gas  is  paid.  Each  company  is  required  to  make  diligent 
efforts  to  locate  all  depositors  whose  accounts  have  been  closed  and 
whose  deposits  have  not  been  withdrawn  in  order  that  there  may  be 
refunded  to  them  the  balance  of  their  deposits  and  the  accrued  interest 
to  date. 


NEW  YORK 


226.2 — Extension  of  Service. 

New  York  and  Queens  Gas  Comiany.  Proceeding  Institutetl  by  the 
New  York  Public  Service  Commission  (1  D.)  to  Determine  Whether 
the  Gas  Company  Should  be  Re(|uired  to  Extend  its  Mains  to  a  Cer- 
tain District.     March  19,  1915. 

The  proceeding  was  instituted  by  the  Commission  at  the  request  of 
a  number  of  parties  interested  in  certain  connnunities  known  as 
Douglaston,  Douglas  Manor,  Little  Neck,  and  Little  Neck  Hills.  The 
district  has  electric,  water,  telephone  and  telegraph  service.     Gas  is 
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not  supplied  to  any  part  and  is  the  only  important  public  utility  entirely 
lacking.  The  Commission  states  that  it  will  always  be  expensive  to 
serve  this  area,  for  Alley  Creek  and  Little  Neck  Bay  intervene,  and  the 
gas  works  have  been  located  by  the  company  far  from  this  section. 
The  company  contends  that  there  is  no  prospect  of  a  reasonable  return 
upon  the  new  investment  within  a  reasonable  time,  and  is  opposed  to 
the  extension,  unless  the  residents  will  deposit  an  amount  to  cover  the 
cost  of  construction,  such  deposit  to  be  repaid  semi-annually  in  payments 
of  25  per  cent  of  the  gas  bills  of  consumers  on  the  new  lines. 

The  Commission  discusses  its  powers  relative  to  ordering  gas  com- 
panies to  extend  service,  as  follows: 

"Prior  to  the  enactment  of  the  public  service  commissions  law,  the 
only  statutory  provision  requiring  gas  companies  to  extend  their 
mains  appears  to  have  been  the  provision  contained  in  section 
62  of  the  transportation  corporations  law,  to  the  effect  that  upon 
application  of  the  owner  or  occupant  of  a  building  or  premises  'within 
100  feet  of  any  main  laid  down  by  any  gaslight  corporation,'  the 
corporation  shall  supply  gas  to  such  applicant. 

"The  pubhc  service  commissions  law  as  enacted  in  1907  did  not  con- 
tain any  specific  provision  authorizing  the  Commission  to  order 
gas  companies  to  extend  mams.  Section  72  provided  that  after 
hearing  and  investigation  the  Commission  might,  Svithm  lawful 
limits,'  order  such  improvements  in  the  'manufacture  or  supply'  of 
gas  as  would,  in  its  judgment,  improve  the  service.  In  1910,  this 
section  was  amended  by  inserting  the  word  'distribution,'  so  that 
the  Commission  was  authorized  to  order  improvements  in  the 
'manufacture,  distribution,  or  supply'  of  gas.  At  the  same  time 
subdivision  2  of  section  66  was  amended  so  as  to  give  specific 
jurisdiction  to  order  extensions." 

The  Commission  concludes  that  it  has  the  power  to  order  extensions, 
provided  they  are  reasonable  improvements  and  extensions. 

140 — Relations  of  Corporations  with  Each  Other. 

The  Commission  points  out  that  the  New  York  and  Queen  Gas  Com- 
pany is  the  only  gas  company  having  the  right  to  supply  this  territory 
with  gas,  that  the  New  York  and  Queens  Light  and  Power  Company 
is  the  only  one  furnishing  electric  service,  and  that  both  companies  are 
controlled  by  the  Consolidated  Gas  Company.  This  relation  is  re- 
sponsible for  the  gas  company's  assertion  that  there  is  no  public  nec- 
essity for  the  extension  of  gas  for  lighting  service. 

The  opinion,  which  was  written  by  Commissioner  Maltbie,  makes  fur- 
ther comment  on  the  fact  that  the  gas  company  is  controlled  through 
stock  ownership  by  the  Consolidated  Company. 

He  says: 

"In  view  of  the  statements  made  by  representatives  of  the  Con- 
solidated Gas  Company  in  another  case,  it  is  surprising  that  the 
present  management  of  the  New  York  and  Queens  Gas  Company 
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has  refused  to  extend  its  mains  to  Douglaston.  About  two  years 
ago,  the  Consolidated  Gas  Company  appUed  to  the  Commission 
for  authority  to  purchase  all  of  the  capital  stock  of  the  New  York 
and  Queens  Gas  Company  and  all  of  the  common  and  preferred 
stock  of  the  New  York  and  Queens  Electric  Light  and  Power  Com- 
pany. The  principal  reasons  urged  by  the  applicant  for  the  approval 
of  its  petition  were  that  the  plant  and  facilities  of  the  Queens  Gas 
Company  would  be  made  adequate  to  the  needs  of  the  rapidly  grow- 
ing population  in  the  area  of  supply,  and  that,  without  the  assistance 
of  the  Consolidated  Gas  Company,  the  Queens  Company  would 
have  great  difficulty,  and  perhaps  find  it  impossible  to  finance  the 
cost  of  improvements  and  extensions. 

"In  the  opinion  which  I  wrote  in  the  case  (see  Purchase  of  Stock 
by  Consolidated  Gas  Co.,  4  P.  S.  C.  R.  (1st  D.  N.  Y.)  231)  [3  Rate 
Research  362],  I  pointed  out  that  the  Commission  had  received  no 
complaint  regarding  the  extension  of  mains  and  services  by  the  New 
York  and  Queens  Gas  Company  which  had  not  been  adjusted,  and 
that  the  management  of  the  company  had  never  pleaded  poverty  or 
financial  difficulties  as  a  reason  for  failure  to  make  extensions.  I 
said  (pp.  242-244) : 

''  'It  is  apparent,  further,  that  if  the  Queens  Company  is  controlled 
by  the  Consolidated  Gas  Company,  the  pohcy  upon  this  point  will 
not  be  more  liberal,  for  Mr.  Carter,  who  is  one  of  the  vice-presidents 
and  secretary  of  the  Consolidated  Gas  Company,  and  who  was  the 
only  witness  for  the  petitioner  in  this  proceeding,  said  that,  "unless 
the  expenditures  for  additions  and  extensions  of  its  (the  company's) 
property  will  pay  a  return  upon  bonds  at  par,  they  should  not  be 
made."  In  other  words,  unless  an  extension  will  pay  its  carrying 
charges,  it  ought  not  to  be  built.  It  is  obvious  that  if  the  company 
is  to  draw  the  line  at  this  point,  if  none  is  to  be  constructed  unless 
it  will  pay,  any  company  can  secure  funds  wherewith  to  build  ex- 
tensions  

"  'It  is  doubtful,  therefore,  whether  the  Queens  Company  and 
the  consumers  whom  it  serves  would  gain  anything  through  being 
financed  by  the  Consolidated  Company,  for  it  is  almost  certain  tliat 
whatever  gain  came  through  that  source  would  accrue  to  the  benefit 
of  the  Consolidated  Gas  Company,  and  not  to  the  Queens  Company 
or  the  public' 

"What  I  then  feared  will,  apparently,  come  to  pass  unless  the  new 
management  (indirectly  the  Consolidated  Gas  Company)  is  required 
by  the  Commission  to  make  the  extensions  necessary  to  serve  the 
Douglaston  area.  The  Queens  Company  now  takes  the  position 
that  it  ought  to  be  assured  that  it  will  earn  at  least  6  per  cent  on  the 
entire  cost  of  the  extension  before  it  be  required  to  construct  such 
extension.  But  who  thinks  that  the  previous  management  of  the 
company  would  have  found  it  difficult  to  raise  funds  for  an  extension 
which  would  earn  at  least  6  per  cent  from  the  start"' 
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"However,  the  application  of  the  ConsoUdated  Gas  Company  was 
approved  by  a  vote  of  three  to  two  (Chairman  McCall,  Commissioners 
Cram  and  WiUiams  voting  for  the  order,  and  Commissioners  Eustis 
and  Maltbic  against).  The  majority  of  the  Commission  considered 
that  the  pubhc  would  be  benefited  through  control  by  the  Con- 
solidated Gas  Company.  Commissioner  WiUiams,  writing  for  the 
majority  of  the  Commission,  said  (id.  234) : 

"  'No  one  will  seriously  contend  that  the  applicant  company  is  not 
by  far  the  stronger  company,  and  it  is  clear  from  the  evidence  that 
much  capital  will  have  to  be  expended  to  keep  pace  with  the  rapid 
development  of  the  borough.' 

"If  the  people  in  this  section  of  the  borough  of  Queens  are  to  be  bene- 
fited by  the  transfer  of  control  to  the  Consolidated  Company,  it 
would  seem  that  this  is  an  opportune  moment.  It  is  surprising 
that  so  soon  after  the  decision  permitting  the  Consolidated  Com- 
pany to  acquire  control  of  the  New  York  and  Queens  Gas  Company, 
that  company  should  refuse  to  make  extensions  to  Douglaston, 
unless  it  is  assisted  financially  by  the  consumers  themselves,  for  the 
company  states  that  it  is  willing  to  build  the  new  mains,  provided 
the  consumers  or  some  one  will  advance  the  money,  and  will  accept 
repayment  month  by  month  to  the  extent  of  25  per  cent  of  the  gas 
bills." 

228— Franchise. 

In  regard  to  the  obligations  of  the  company,  the  opinion  says: 

"When  the  company  accepted  franchises  for  the  whole  of  the  third 
ward,  it  assumed  certain  obligations.  The  company  may  not  have 
obligated  itself  to  lay  mains  throughout  the  entire  area  regardless 
of  the  density  of  population,  but  it  certainly  cannot  go  to  the  other 
extreme,  select  the  most  profitable  parts,  and  leave  the  less  profitable 
areas  to  look  out  for  themselves." 

226.2— Extension  of  Service. 

The  Commission  estimates  that  the  necessary  extension  would  cost 
$45,000  and  estimates  a  consumption  which  would  afford  a  net  return 
on  such  investment  of  from  3|  to  4  per  cent. 

"Of  course,  all  figures  of  probable  cost  and  consumption  are  only 
estimates,  and  it  is  impossible  to  compute  with  accuracy  the  exact 
cost  or  the  exact  consumption,  but  these  figures  seem  to  be  reasonably 
conservative  and  in  view  of  the  probable  increase  in  the  consumption 
and  profits  as  the  territory  grows,  and  in  view  of  the  other  factors 
already  discussed,  it  seems  reasonable  that  the  company  should  be  re- 
quired to  extend  its  distribution  system  to  the  Douglaston  territory." 

CALIFORNIA 

226.2— Extension  of  Service. 

Hunt  et  al.  v.  Pacific  Gas  and  Electric  Company,  Asking  that  the 
Company  be  Required  to  Extend  Service  to  the  Petitioners.  Decision 
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of  the  California  Railroad  Commission,  Fixing  the  Terms  and  Con- 
ditions for  Making  the  Extension.     April  20,  1915. 

An  appUcation  was  made  by  twenty  complainants  for  an  order  requir- 
ing the  company  to  extend  its  lines  for  the  purpose  of  furnishing  the 
complainants  with  electric  lighting  service.  The  Commission  directs 
that  the  "defendant  be  required  to  extend  its  lines  and  serve  all  twenty 
complamants  provided  they,  complainants,  will  bear  the  expense  of 
extensions  across  private  property,  and  in  addition  guarantee  defendant, 
for  a  period  of  three  years,  an  annual  minimum  of  $22.00  each;  the 
minimum  to  be  reduced  25  cents  for  each  lighting  consumer  added,  and 
25  cents  for  each  two  horse-power  of  motors  connected." 

The  decision  says: 

"The  defendant  company,  which  is  enjoying  a  monopoly  of  the 
business  in  this  district,  should  not  expect  that  each  service  should, 
at  least  at  the  start,  bear  its  total  proportion  of  the  cost  of  service. 
Rates  have  been  averaged  for  lighting  service,  and  to  require  each 
service  to  bear  it's  exact  cost,  were  it  determinable,  would  cause  an 
infinite  multiplicity  of  rates.  Where  lighting  service  is  a  secondary 
consideration  to  power  sales  in  rural  territory,  there  may  be  certain 
reasons  for  not  requiring  the  consumer  to  pay  more  than  the  regular 
minimum.  In  this  case,  however,  the  complainants  request  that 
the  company  be  required  to  extend  its  lines  for  lighting  service  only, 
without  additional  cost  to  them.  Were  this  ordered,  the  defendant 
would  be  required  to  invest  about  $3,000.00  for  which  an  annual 
revenue  of  approximately  $360.00  would  be  obtained. 

"Although  the  defendant  should  not  expect  to  receive  the  total  cost 
of  service  from  every  new  consumer  at  the  start,  still  I  consider  that 
in  this  case  it  should  not  be  required  to  serve  complainants  unless 
they  guarantee  defendant  a  revenue  in  excess  of  the  present  minimum 
rate  and  in  addition  bear  the  expense  of  extensions  across  private 
property." 

REFERENCES 
RATES 

400— Rate  Theory. 

Report    of    the    Rate    Research    Committee.     Read    Before    the 

N.  E.  L.  A.  Convention,  San  Francisco,  California.     June  7-11,  1915. 

10  pages. 

A  brief  review  is  given  of  the  development  of  class  rates.  It  is  shown  that,  when- 
ever the  possibility  of  obtaining  a  new  class  of  business  was  recognized,  a  rate 
was  offered  by  the  companies  which  would  encourage  the  new  business. 

'  'Six  general  principles  appear,  consciously  or  unconsciously,  to  have  been  follow- 
ed in  obtaining  the  present  rates.  Briefly  stated,  these  are  to  the  effect  that 
rates  should  in  no  case  go  below  l)are  cost  or  increment  cost;  while  on  the 
other  hand,  if  any  section  of  the  rates  is  placed  so  high  that  it  discourages 
business,  the  class  that  would  otherwise  be  served  pays  nothing  toward 
expenses,  and,  finally  between  these  limits,  the  lowest  rates  to  all  are  obtained 
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by  considering  'value-of-service,'  while  taking  care  that  the  total  rates  shall 
not  give  more  than  cost,  plus  a  fair  profit  on  the  whole  investment." 

No  change  is  made  in  the  standard  form  and  wording  of  schedules  proposed  by 
the  Committee  in  previous  reports. 

622 — Diversity  Factor. 

The  Application  of  the  Diversity  Factor,  by  H.  B.  Gear.  Read 
Before  the  N.  E.  L.  A.  Convention,  San  Francisco,  California.  June 
7-11,  1915. 

Diversity  factor  reduces  the  amount  of  capital  required  to  carry  on  a  business, 
and  by  increasing  the  load  factor  makes  it  possible  to  produce  a  greater  income 
per  dollar  invested. 

The  load  factors  and  demand  factors  of  various  classes  of  consumers,  compiled  by 
Mr.  E.  W.  Lloyd  in  1909,  are  discussed,  and  a  series  of  tables  showing  group 
diversity  factors  and  daily  diversity  factors  show  the  relation  between  group 
diversity  factor  and  group  load  factor.  The  wrong  use  of  load  factor  and  individual 
diversity  factor  is  illustrated. 


INVESTMENT  AND  RETURN 

310— Valuation. 

Valuation  of  Public  Utilities,  by  H.  L.  McLean.  Read  Before 
the  A.  S.  M.  E.  Student  Branch  of  the  University  of  California. 
April,  1915. 

In  this  paper,  the  different  theories  of  valuation,  particularly  valuation  as  a  basis 
for  rate  making,  are  outlined  and  supporting  or  dissenting  opinions,  are  given 
from  various  sources.  » 

395 — Proceedings  of  Technical  Associations. 

Complete  Report  of  the  Thirty-eighth  Convention  of  the  N.  E. 
L.  A.,  Held  at  San  Francisco,  Cal.,  June  8-11.  Electrical  Review  and 
Western  Electrician,  June  12,  1915,  pp.  1095-1104  and  1107-1113. 
Electrical  World,  June  12,  1915,  p.  1534. 

A  full  report  of  the  various  sessions  of  the  Convention  is  given  together  with 
abstracts  of  papers  and  committee  reports  presented  at  the  convention. 


MUNICIPALITIES 

811— Municipal  or  Local  Regulation  of  Utilities. 

Municipal  Regulation  of  Public  Utilities,  by  John  H.  Roemer. 
Paper  Read  Before  the  N.  E.  L.  A.  Convention,  San  Franci.sco,  Cali- 
ornia,  June  10,  1915. 

The  trend  in  the  electrical  industry  has  been  toward  fewer,  or  at  least  larger 
systems,  toward  consolidation  and  centralization,  and  away  from  the  single 
municipality  as  a  unit  of  service.     This  growth  will  continue,   because  of  the 
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economy  of  enormous  production  and  further  economy  due  to  the  opportunity 
afforded  by  the  extensive  territory,  with  divergent  needs,  for  more  even  distri- 
bution of  load.  It  is  important  to  fully  understand  the  significance  of  this  change, 
when  considering  the  advisability  of  either  municipal  ownership  or  local  regulation. 
The  work  of  consolidation,  promoted  by  large  holding  companies,  is  noted,  and 
the  writer  says: 

"Comparison  of  service  and  rates  in  the  communities  served  by  these  com- 
panies, with  those  formerly  in  effect,  should  furnish  an  object  lesson  to  those 
who  advocate  the  purchase  or  construction  of  isolated  plants  bv  municipali- 
ties." 

In  view  of  the  growth  of  inter-related  and  inter-dependent  public  service  com- 
panies, both  as  to  physical  operation  and  their  corporate  control  and  ownership, 
one  must  conclude  that  home  rule  of  all  public  service  companies  would  not  be 
successful;  and  neither  would  municipal  ownership  promote  the  most  economic 
development  of  public  utilities. 

"Theoretically,  it  might  be  possible  for  the  municipality,  acting  separately, 
to  achieve  results.'  The  practical  difficulties  in  the  attempt  of  separate  muni- 
cipal units,  rather  than  one  powerful  central  body,  to  correctly  ascertain  the 
necessary  accounting  facts  with  regard  to  a  larger  corporation,  conducting 
its  business  over  an  extensive  area  and  in  many  municipalities,  would  be 
insurmountable . ' ' 

840 — Public  Operation. 

Shall  the  Government  Own  and  Operate  the  Railroads,  the  Tele- 

GHAPH    AND  TELEPHONE  SYSTEMS.?       ShALL    THE    MUNICIPALITIES    OwN 

Their  Utilities.?  The  Affirmation  Side.  Addresses  Delivered  at 
the  Fifteenth  Annual  Meeting  of  the  National  Civic  Federation, 
New  York  City.     December  4,  1914.     Pamphlet,  109  pages. 

One  session  of  the  meeting  of  the  National  Civic  Federation  was  devoted  to  the 
question  of  "How  Far  Shall  the  Government  Enter  Into  Private  Industry?" 
The  Federation  intends  publishing  the  entire  proceedings  of  the  session  in  one 
pamphlet.  Pamphlets  have  been  issued  containing  the  affirmative  and  negative 
sides  respectively.  The  pamphlet  for  the  negative  side  came  out  first  and  was 
noted  in  7  Rate  Research  64.  The  pamphlet  for  the  affirmative  side  is  now 
available  and  contains  the  following  papers:  The  Trend  Toward  Clovernment 
Management  of  Business,  by  Jeremiah  W.  Jenks;  The  Postalization  of  the  Tele- 
phone and  Telegraph  Agencies,  by  David  J.  Lewis;  Municipal  Ownership:  The 
Testimony  of  Foreign  Experience,  by  Frederic  C.  Howe;  Pulilic  Ownership  of 
Railways,  by  Carl  D.  Thompson;  and  Alunicipal  Ownership,  by  Carl  D.  Thompson. 


GENERAL 


735.5     Meters. 


The  Induction  Watt-Hour  Meter,  by  W  L.  Hollister.  To  be 
Presented  at  the  Thirty-second  Annual  Convention  of  the  A.  I.  E.  E. 
Deer  Park,  Md.,  Julv  2,  1915.  Proceedings  of  the  A.  I.  E.  E.  June, 
1915,  p.   1217. 

The  paper  discusses  the  theory  of  operation  of  the  induction  watt-hour  meter,  and 
gives  an  exposition  of  the  working  principle.  No  attem|)t  is  made  to  comjjare 
commercial  meters. 
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740 — Company  Data. 

Electric  Central  Station  Operation,  by  F.  A.  Fish  and  H.  W.  Wag- 
ner, Bulletin  38,  Engineering  Experiment  Station.  Official  Publica- 
tion of  Iowa  State  College  of  Agriculture  and  Mechanic  Arts.  Issued 
March,  1915. 

The  Engineering  Experiment  station  of  the  loAva  State  College  co-operated  with  the 
Iowa  Electrical  Association  in  the  compilation  of  the  Facts  and  Factors  report 
made  by  Austin  Burt  (7  Rate  Research  93. ) 

This  publication  contains  a  complete  report  on  the  investigation.  The  investi- 
gators were  brought  in  touch  with  practical  problems  of  the  industry  and  Part  II 
of  the  report  deals  with  the  questions  of  central  station  operation,  suggested  by 
central  station  men  and  others  seeking  information  from  the  Engineering  Experi- 
ment Station  during  the  past  few  years,  and  with  the  solution  of  these  problems. 
Part  III  contains  tables,  diagrams  and  classified  data. 

783 — Safety  of  Service. 

Proposed  National  Electrical  Safety  Code.  Circular  of  the 
Bureau  of  Standards  of  the  Department  of  Commerce,  No.  54.  Issued 
April  15,  1915,  137  pages. 

The  Bureau  of  Standards  has  been  engaged  for  more  than  a  year  in  the  preparation 
of  a  national  electrical  safety  code.  This  circular  contains  three  of  the  four  princ- 
ipal parts  of  the  code:  (1)  rules  for  the  installation  and  maintenance  of  electrical 
supply  stations  and  equipment;  (2)  rules  for  the  installation  and  maintenance  of 
electrical  supply  and  signal  lines;  (3)  rules  for  the  installation  and  maintenance  of 
electrical  utilization  ecjuipment. 

The  fourth  part,  published  some  time  ago  (Circular  No.  49,  noted  in  .5  Rate  Re- 
search 400),  contains  operating  rules,  for  the  operation  and  maintenance  of  elec- 
trical equipment  and  lines.  This  preliminary  edition  is  submitted  for  discussion 
and  criticism,  not  for  adoption. 

920 — Economy  and  Efficiency. 

A  Brief  Review  of  the  Electric  Lighting  Industry,  by  C.  W.  Stone. 
General  Electric  Review,  June,  1915,  p.  439. 

A  rapid  review  of  the  early  stages  of  electric  lighting  is  given,  which  leads  up  to 
an  account  of  the  modern  developments  of  the  industry,  and  to  a  discussion  of 
the  possibilities  of  future  developments  from  which  maj'  be  ex-pected  greater 
efficiencies  in  the  generation  and  distribution  of  electrical  energy. 

920 — Economy  and  Efficiency. 

The  Electric  Power  Industry,  by  David  B.  Rushmore.  General 
Electric  Review,  June,  1915,  p.  427. 

The  author  shows  how  modern  tendencies,  in  the  operation  of  public  utilities,  are 
leading  to  the  economical  generation  and  distribution  of  energy  by  the  centrali- 
zation of  the  generating  apparatus  in  large  power  houses.  Various  tables  are 
included  containing  data  on  large  generating  systems.  Statistics  showing  the 
use  of  energy  in  the  mining,  railway  and  manufacturing  industries,  are  given. 
"Water-power,"  generating  equipment,  and  transmission,  are  also  considered  in 
detail. 


192  7  RateResearch 

COURT  DECISION  REFERENCES 

144 — Merger. 

Grafton  County  Electric  Light  and  Power  Co  et  al  v.  State. 
Decision  of  the  Supreme  Court  of  New  Hampshire,  April  6,  1915. 
93  Atlantic,  1028. 

An  appeal  is  taken  from  the  decision  of  the  New  Hampshire  Public  Service  Com- 
mission, which  dismissed  the  petition  of  the  Grafton  County  Company  for  author- 
ity to  issue  securities  for  the  acquisition  of  the  properties  of  the  Lebanon  Electric 
Light  and  Power  Company  and  the  Mascoma  Electric  Light  and  Gas  Company. 
The  Commission  found  that,  on  accoimt  of  the  excessive  price  at  which  it  was  pro- 
posed to  transfer  and  capitalize  the  properties,  such  transfers  would  not  be  for  the 
public  good,  and  dismissed  the  petitions.  The  Commission  made  no  finding  as 
to  whether  the  proposed  transfers  would  be  of  public  advantage  without  reference 
to  capitalization  asked  for,  and  did  not  report  the  maximum  capitalization  of  the 
properties  which  would  be  approved. 
The  Court  says: 

"Such  a  combination  as  is  here  proposed  may  or  may  not  of  itself  be  of  public 
advantage,  without  reference  to  any  question  of  price  or  capitalization.  If  it 
is  found  that  such  combination  would  be  for  the  public  advantage,  the  question 
at  what  sum  the  present  owners  should  be  permitted  to  capitalize  the  property 
in  the  new  corporation  will  arise.  Until  that  fact  is  found  affirmatively,  discus- 
sion of  the  question  of  capitalization  is  purely  academic,  and  for  this  court 
to  undertake  the  examination  of  the  conclusion  of  the  Commission  thereon 
would  be,  not  merely  academic,  but  utterly  useless.  .  .  . 
"The  matter  is  recommitted  to  the  Commission  to  find  and  certify  whether 
the  proposed  consolidation  at  a  proper  capitalization  will  be  for  the  public  good, 
and,  if  it  is,  to  determine  the  amoimt  of  stock  or  l)onds  which,  in  their  opinion, 
is  reasonably  requisite  for  the  purpose  proposed." 

244 — Rehearings  and  Appeal. 

The  opinion  of  the  Court  also  discusses  at  length  the  scope  of  the  appeal  from  the 

decision  of  the  Commission.     The  decision  quotes  Laws  1913,  c.  145,  Sec.  22,  par 

(e)  and  says: 

"There  is  here  a  clear  distinction  between  the  weight  to  be  given  to  the  eviden- 
tiary findings  upon  which  the  final  judgment  of  the  Commission  is  based  and  the 
final  judgment  itself.  The  latter  is  not  to  be  set  aside  or  vacated  unless  clearly 
unjust  or  unreasonable,  while  the  former  are  merely  to  be  deemed  prima  facie 
lawful  and  reasonable." 

The  Court  concludes: 

"As  to  the  scope  of  the  appeal,  the  conclusion  is  that,  in  addition  to  the  ques- 
tions of  law  that  may  be  involved,  the  questions  of  fact  presented  by  this  record 
are  open  for  discussion  and  determination,  subject  to  the  limitations  that  the 
findings  made  by  the  commission  are  to  be  taken  as  jirima  facie  correct  and  that 
the  orders  made  are  not  to  be  disturbed  unless  it  plainly  api)ears  'beyond  rea- 
sonable controversy'  that  they  are  either  unjust  or  unreasonable." 

244 — Rehearings  and  Appeal, 

Minneapolis,  St.  P.  &  S.  S.  M.  R.  Co.  v.  St.\te  Board  of  Railway 
Commissioners.  Decision  of  the  North  Dakota  Supreme  Court, 
April  23,  1915.     152  Northwestern,  513. 

Appeal  was  taken  from  an  order  of  the  Commission  requiring  the  railway  company 
to  furnish  separate  passenger  and  freight  service  on  a  certain  line.  The  Commis- 
sion contended  that  its  action  was  purely  administrative  and  that  the  courts  did 
not  have  the  j)ower  to  review  the  acts  of  the  executive  deiiartment  so  long  as  the 
Commission  does  not  exceed  its  legal  authority.  The  Court  finds  that  the  legis- 
lature has  provided  for  the  review  by  the  courts,  and  that  "the  constitution  does 
not  prevent  the  legislature  from  saying  that  such  powers  or  duties,  even  though 
administrative  in  character,  may  be  reviewable  in  the  district  court  on  api)eal." 
Along  with  nearly  every  power  granted  the  Connnission  is  provided  a  right  of 
appeal  to  the  courts.  However,  tliere  are  cases  in  which  the  findings  of  the  Com- 
mission may  necessarily  be  of  an  "expert  character,"  and  "entitled  to  great 
weight." 
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RATES 

GARDNER  GAS,  FUEL  &  LIGHT  COMPANY 
VOLUNTARY  REDUCTION  IN  RATES 

370— Profit  Sharing. 

Gardner  Gas,  Fuel  and  Light  Company,  Gardner,  Massachusetts. 
Agreement  For  Reduction  in  Rates  and  For  Additional  Rel:)ate  Based 
Upon  Increased  Consumption  of  Gas.     April  6,  1915. 

An  interesting  agreement  between  the  gas  company  and  the  Gardner 
Business  Men's  Association  is  being  advertised  by  the  company.  The 
Company  has  voluntarily  made  a  reduction  in  rates  of  ten  cents  per 
thousand  feet,  five  cents  of  which  is  effective  as  of  June  1,  1915,  and 
five  cents  to  take  effect  on  January  1,  1916,  "or  sooner  if  the  increase 
in  lousiness  warrants  such  a  reduction  being  made."  The  agreement 
also  contains  the  following  provision  for  a  special  rebate. 

"In  addition  to  the  above,  the  Gas  Company  agrees  that  at  the  close 
of  the  fiscal  year  ending  June  30,  1916,  that  whatever  surplus  is 
earned  by  the  company  over  and  above  all  legitimate  operating 
expenses,  interest  upon  the  money  invested  in  the  propert}'  of  the 
company,  and  depreciation  and  maintenance  that  may  be  required 
will  be  rebated  to  the  consumers  in  proportion  to  their  bills,  and 
that  the  Business  Men's  Association  shall  have  the  right  to  audit  the 
accounts  of  the  company." 

If  25  per  cent  more  gas  is  used  during  the  year  ending  July  I,  1916, 
than  during  the  year  ending  July  1,  1915,  a  S1,000  rebate  will  be  made 
on  or  before  August  1,  1916,  to  all  gas  customers  in  proportion  to  the 
amount  of  their  bills  during  the  year.  The  company  states  that 
additional  rebates  will  be  possible  if  a  greater  increase  is  made  and  the 
market  price  of  coal  and  oil  used  in  making  gas  does  not  advance. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 


196  7         Rate     Research 

COMMISSION  DECISIONS 

COLORADO 

720— Rate  Schedules. 

City  of  Florence  v.  Arkansas  Valley  Electric  Company  and  the 
Ark.\nsas  Valley  Railway,  Light  and  Power  Company.  Petition 
Regarding  Electric  Rates  and  Service.  Decision  of  the  Colorado 
Public  Utilities  Commission,  EstabHshing  Rates.     June  12,  1915. 

The  City  of  Florence  had  under  consideration  the  feasibility  and  cost 
of  construction  of  a  municipally  owned  electric  lighting  plant.  The 
Arkansas  Valley  Electric  Company,  One  of  the  defendants  in  this  case, 
is  furnishing  service  in  the  city.  This  company  recently  entered  into 
a  contract  with  the  Arkansas  Valley  Railway,  Light  and  Power  Com- 
pany, the  generating  company,  for  the  purchase  of  current. 

The  city,  in  its  petition  to  the  Commission,  alleges  that  the  generating 
company  had  refused  to  sell  electric  energy  to  the  City  of  Florence  in 
the  event  a  municipal  lighting  plant  was  constructed  by  the  com- 
plainant.    A  hearing  was  held  on  May  17,  1915. 

"The  Commission  at  this  time  ruled  that  until  such  time  as  the  City 
of  Florence,  through  a  vote  of  its  people,  would  be  in  a  position  to 
contract  for  the  purchase  of  electric  energy  for  a  municipally  owned 
electric  light  plant  it  would  not  consider  the  allegations  set  forth 
in  the  complainant's  petition  in  regard  to  the  alleged  discriminatory 
contract  between  the  defendants,  and  that  for  the  purposes  of  this 
hearing  it  would  assume  that  the  present  charge  for  electric  current 
of  the  generating  company  to  the  distributing  company,  to-wit,  2| 
cents  per  K.  W.  H.  for  light  and  power  purposes  was  a  reasonable 
charge." 

The  city's  petition  was  then  amended  to  include  an  investigation  into 
the  service  and  rates  of  the  distributing  company.  The  Commission 
made  a  valuation  of  this  company's  property  and  determined  proper 
operating  expenses.  An  apportionment  of  expenses  was  made  between 
power,  domestic  and  commercial  lighting,  and  municipal  lighting. 

The  conclusions  and  orders  of  the  Commission  are  set  forth  in  the 
following  extracts  from  the  decision : 

540 — Minimum  Charge. 

''We  are  of  the  opinion  that  the  mininmm  rate  of  $1.50  for  domestic 
and  commercial  use  is  unreasonable,  and  that  a  minimum  of  $L00, 
net,  per  month,  is  reasonable." 

720— Rate  Schedules. 

The  form  of  the  lighting  rates  was  left  unchanged,  but  the  scale  of  rates 
of  13  cents  per  kilowatt-hour  for  the  first  50  kilowatt-hours,  down  to 
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9  cents  for  over  350  kilowatt-hours,  was  reduced  to  a  scale  of  12  cents 
per  kilowatt-hour  for  the  first  40  kilowatt-hours,  down  to  5  cents  per 
kilowatt-hour  for  all  in  excess  of  640  kilowatt-hours. 

The  power  rates  were  reduced  from  a  scale  beginning  10  cents  per  kilo- 
watt-hour for  less  than  150  kilowatt-hours,  to  a  scale  beginning  7  cents 
per  kilowatt-hour  for  the  first  60  hours'  use  of  maximum  demand. 
The  rates  to  the  municipality  were  left  unchanged.  The  complete 
rates,  as  fixed  by  the  Commission,  are  as  follows: 

LIGHTING  RATES. 

General,  for  Domestic  and  Commercial  Lighting: 

Rate. 

12  cents  per  kilowatt-hour  for  all  current  consumed  up  to  40  kilowatt-hours. 

10  cents  per  kilowatt-hour  for  all  current  consumed  from  40  kilowatt-hours  up 
to  140  kilowatt-hours. 

8  cents  per  kilowatt-hour  for  all  current  consumed  from  140  kilowatt-hours  up 
to  640  kilowatt-hours. 

5  cents  per  kilowatt-hour  for  all  current  consumed  in  excess  of  the  above. 

Prompt  Payment  Discount. 

Ten  per  cent  discoimt  if  paid  within  10  days  after  due. 

Minimum  Charge. 
$1.00  minimum,  net. 

Lamp  Renewals. 

Free  carbon  renewals. 

Terms  and  Conditions. 

Meter  Deposits: 

$5.00  for  residence  lighting. 
$10.00  for  commercial  lighting. 

POWER. 

Rate. 

7  cents  per  kilowatt-hour  for  the  first  60  hours'  use  of  maximum  demand. 
05  cents  per  kilowatt-hour  for  the  next  120  hours'  use  of  maximum  demand. 
4  cents  per  kilowatt-hour  for  all  current  consumed  in  excess  of  above. 

Prompt  Payment  Discount. 

Ten  per  cent  discoimt  if  paid  within  10  days  after  due. 

Minimum  Charge. 

$1.00  per  horse  power  of  connected  load. 

SIGN  AND  WINDOW  LIGHTING. 

Rate. 

$1.00  per  month  for  100  watts,  connected. 

Minimum  Charge. 

50  cents  per  consumer  per  mouth. 
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Prompt  Payment  Discount. 

None. 

Terms  and  Conditions. 

Consumer  to  furnish  lamps. 

MUNICIPAL. 
Rate. 

$2.00  per  month  per  80  candle  power  Madza  light. 

$6.00  per  are,  burning  all  night. 

Incandescent  lights  for  citj^  hall  and  librarj-  included. 

780— Service. 

In  regard  to  service,  the  Commission  says: 

"We  are  of  the  opinion  that  the  service  of  the  distributing  company 
is  adequate,  with  one  exception,  which  was  ordered  corrected  by  the 
Commission  at  the  hearing  of  this  cause." 

840 — Public  Operation. 

"We  are  also  of  the  opinion  that  the  recommended  schedule  of  rates 
.  .  .  for  domestic  and  commercial  consumption  will  give  a  fair 
return  to  the  distributing  company  upon  the  present  value  of  its 
property  in  use  and  u.seful  for  service  within  the  City  of  Florence, 
and  are  of  the  opinion,  from  a  careful  examination  of  the  reports  of 
the  electrical  engineers  retained  by  the  City  of  Florence,  that  the 
said  city  could  not,  in  accordance  with  the  figures  presented  by 
these  engineers,  construct  a  municipally  owned  electric  light  plant 
and  gi^•e  more  efficient  service  than  is  now  rendered  by  the  dis- 
triliuting  company,  and  could  not  offer  lower  charges  than  have 
been  made  by  this  Commission  in  this  cause." 


IDAHO 


615.2 — Development  Rates. 


Petition  of  the  Great  Shoshoive  and  Twin  Falls  Water  Power 
Company  For  Approval  of  Special  Rates  for  Irrigation  Service. 
Decision  of  the  Idaho  Public  Utilities  Commission,  Granting  the 
Petition.     June  3,  1915. 

The  electric  company  had  entered  into  a  contract  with  the  Twin  Falls 
North  Side  Land  and  Water  Company  and  the  North  Side  Canal 
Company  under  the  terms  of  which  electric  energy  was  furnished  for 
the  operation  of  five  pumping  plants  for  the  purpo.se  of  irrigating 
certain  lands.  During  the  years  1911  and  1912  much  of  this  land 
was  ent(M-ed  upon  by  settlers  and  the  Land  and  Water  Company 
entered  into  "water  contracts"  with  the  settlers  for  the  furnishing  of 
water   for    use    in    irrigation.     During    the    following   year,    howev(>r, 
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there  was  a  general  collapse  of  the  activity  in  settling  up  this  land, 
and  there  is  great  uncertainty  as  to  the  success  of  the  pumping  projects. 
By  the  terms  of  the  contract  between  the  Great  Shoshone  Power 
Company  and  the  Land  and  Water  Company,  the  latter  company 
was  to  pay  pumping  charges  for  the  years  1912  and  1913,  but  from 
and  after  the  irrigating  season  of  1913,  the  settlers  were  required  to 
be  responsible  for  payment.  During  the  season  of  1914  very  little  of 
the  land  was  under  cultivation  and  if  the  settlers  actually  using  the 
water  are  required  to  pay  for  the  service  at  the  contract  price,  the  charges 
would  be  prohibitive. 

It  would  result  in  an  abandonment  of  the  land  by  the  settlers  and  great 
loss  would  result  both  to  the  entrymen,  the  investors  in  the  irrigation 
scheme,  and  to  the  power  company  which  had  constructed  trans- 
mission lines  to  the  pumping  plants. 

"The  Power  Company  with  the  view  of  saving  its  present  investment 
and  the  hope  of  building  up  a  profitable  business  in  the  future,  and 
the  Land  and  Water  Company,  acting  through  its  bondholders 
and  general  creditors,  in  a  desire  of  saving  its  large  investment  in 
these  pumping  projects  from  a  total  loss  and  for  the  further  purpose 
of  helping  the  settlers  for  a  few  years  in  improving  their  claims  so 
that  they  will  be  able  to  take  care  of  themselves,  have  entered  into 
a  proposed  contract  for  electrical  energy  for  pumping  water  for 
these  projects  for  the  years  1914  to  1918,  inclusive,  which  contract 
is  graduated  and  is  much  less  than  the  general  schedule  of  rates 
filed  by  the  Power  Company  with  this  Commission,  and  the  purpose 
of  this  proceeding  is  to  get  the  approval  of  the  Commission  of  said 
special  rates  and  permission  to  enter  into  a  contract  therefor. 
450— Value  of  Service  Theory. 

"The  Commission  finds  from  the  evidence  in  this  case  that  it  is  an 
impossibility  for  the  settlers  on  these  five  pumping  projects,  con- 
sidering the  small  acreage  under  cultivation  and  the  undeveloped 
condition  of  said  lands,  to  pay  the  regular  irrigation  rates  of  the 
Shoshone  Power  Company  now  in  efTect,  for  the  pumping  of  the 
necessary  water  to  irrigate  the  lands  under  said  projects  and  that 
the  special  rates  .  .  .  should  be  permitted  to  go  into  effect  for  the 
years  1914  to  1918,  inclusive.  We  beheve  that  the  putting  into  effect 
of  these  special  rates  will  enable  the  settler  to  cultivate  and  improve 
his  claim  so  that  in  1919  he  ought  to  be  in  such  shape,  financially,  that 
he  can  take  care  of  himself  without  asking  any  special  pri\ileges;  that 
it  ought  to  so  encourage  settlement  that  at  the  end  of  1918,  practically 
the  entire  acreage  under  these  projects  would  be  under  cultivation. 
These  special  rates  will,  in  the  judgment  of  the  Commissioxi,  greatly 
aid  and  assist  in  the  building  up  of  these  pumping  projects,  so  that 
the  power  company  can  save  its  present  investment  and  build  up  a 
profitable  future  Inisiness.  The  establishment  of  these  rates  will  build 
up  that  community  so  that  the  bondholders  and  general  creditors 
of  the  Land  and  Water  Company  can  save  their  large  investments 
in  those  projects,  which  under  the  present  conditions  are  almost  a 
total  loss. 
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129. 1 — Di  sc  ri  minat  ion . 

"The  Commission  further  finds  that  the  establishment  of  these 
proposed  special  rates  will  not,  under  all  the  circumstances  and 
conditions  in  this  case,  result  in  and  does  not  constitute  any 
unreasonable  difference  in  rates  from  the  general  schedule  of 
irrigation  rates  of  the  Shoshone  Power  Company  now  in  effect." 

CALIFORNIA 

311.1  — Original  Cost. 

Investigation  Into  the  Value  of  the  Property  of  the  San  Diego  Electric 
Railw^ay  Company.  Decision  of  the  California  Railroad  Com- 
mission.    May  12,  1915. 

The  proceeding  was  brought  on  the  Commission's  own  initiative  for 
the  purpose  of  determining  the  value  of  the  property  of  the  San  Diego 
Electric  Railway  Company. 

The  original  cost  of  the  property  was  not  found  by  the  Commission's 
engineers  and  was  not  reported  by  the  company.  It  was  stated  that 
most  of  the  property  was  "secured  from  other  companies  at  various 
times  and  for  various  considerations  other  than  cash."  The  Com- 
mission says: 

"It  would  have  necessitated  so  many  assumptions  to  reduce  these 
transactions  to  a  cash  basis  that  the  results  which  would  then  have 
been  secured  would  have  been  of  but  little  value  as  representing  the 
actual  original  cost  of  the  property.  Accordingly,  I  can  make  no 
findings  in  regard  to  original  cost." 

CALIFORNIA 

144— Merger. 

United  Light  and  Power  Company  and  Subsidiary  Companies. 
Reorganization  Plan  Approved  by  the  California  Railroad  Com- 
mission.    In  Opinion  by  Commissioner  Thelen.     May  10,  1915. 

The  United  Light  and  Power  Company  of  California,  Equitable  Light 
and  Power  Company,  Consumers  Light  and  Power  Company,  South- 
side  Light  and  Power  Company,  and  Central  Oakland  Light  and  Power 
Company,  are  operating  companies  furnishing  electric  service  in  the 
city  and  county  of  San  Francisco,  and  the  United  Light  and  Power 
Company  (of  New  Jersey)  is  primarily  a  holding  company. 

"Because  of  their  inability  to  secure  funds  for  adequate  financing, 
due  to  the  overloading  of  these  properties  with  bonds  at  their  incep- 
tion, these  utilities  have  had  to  face  a  persistent  struggle  for  exist- 
ence. Recently,  there  was  a  default  in  the  payment  of  interest 
upon  outstanding  securities.  Negotiations  have  been  carried  on 
for  .a  sale  of  these  prop^^rties  to  the  Great  Western  Power  Compan>-. 
For  the  purpose  of  aciiuiring  these  properties,  the  Great  Western 
Power  Company  has  organized  the  Consolidated  Electric  Company. 
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"The  operating  companies,  as  well  as  United  Light  and  Power 
Company  (of  New  Jersey),  now  request  authority  to  sell,  transfer 
and  convey  all  their  property  to  E.  AV.  Wilson,  who  in  turn  is  to  sell, 
transfer  and  convey  the  property  thus  acquired  to  Consolidated 
Electric  Company,  the  stock  of  which  will  be  owned  by  Great  Western 
Power  Company. 

"Under  the  proposed  plan  of  reorganization,  all  of  the  stock 
($10,000 .  00)  of  Consolidated  Electric  Company,  except  such  shares 
as  may  be  necessary  to  qualify  directors,  are  to  be  issued  and  de- 
livered to  Great  Western  Power  Company.  The  holders  of  the 
three-year  collateral  trust  gold  notes  of  United  Light  and  Power 
Company  (of  New  Jersey)  are  to  receive  bonds  at  par  of  Consolidated 
Electric  Company  in  amounts  equal  to  90  per  cent  of  the  face  value 
of  the  notes  held  by  them.  The  holders  of  bonds  of  the  various 
operating  companies  are  to  receive  for  the  full  face  \'alue  of  their 
bonds,  bonds  of  Consolidated  Electric  Company  at  par.  The 
unsecured  creditors  are  to  receive  66f  per  cent  of  the  amount  due 
to  them.  Of  the  66f  per  cent  10  per  cent  is  to  be  paid  in  cash  and 
the  balance  in  bonds  of  Consolidated  Electric  Company  at  par . ' '  .    .    . 

The  operating  companies  sustained  a  loss  of  $51,252.87  for  the  year 
ending  December  31,  1914.  The  agent  for  the  Great  Western  Power 
Company  estimated  that  a  surplus  of  $79,036.93  could  have  been 
earned  had  the  Consolidated  Electric  Company  operated  the  various 
plants  and  systems.  This  change  from  a  loss  to  a  surplus,  he  contends, 
would  have  been  effected  chiefly  by  a  reduction  in  the  administration, 
maintenance  and  operating  expenses,  and  a  reduction  in  bond  interest 
charges. 

141— Reorganization . 

"On  the  face  of  the  showing  made  by  the  applicants  themselves,  they 
ask  for  authority  to  issue  bonds  approximately  33^  per  cent  greater 
than  their  own  estimate  of  the  value  of  the  property.  We  are 
obliged  to  look  elsewhere  therefore,  for  a  basis  upon  which  to  sus- 
tain this  application. 

"Although  the  applicants  insistently  urged  the  matter  of  valuation 
in  connection  with  this  proceeding,  I  am  frank  to  say  that  did  the 
entire  matter  rest  upon  this  one  issue,  I  should  be  obliged  to  recom- 
mend that  the  appKcation  be  denied. 

"I  have  chosen,  however,  to  look  at  this  situation  in  its  broader 
aspects.  This  matter  has  been  presented  as  an  effort  to  reorganize 
companies  in  a  general  condition  of  bankruptcy,  if  not  in  actual 
bankruptcy.  They  have  defaulted  in  the  interest  on  their  l)onds 
and  are  accumulating  a  growing  deficit,  and  their  outstanding 
obligations  far  exceed  their  tangible  property. 

"It  has  been  urged  that  this  Commission  should  authorize  the 
securities  which  it  is  proposed  to  issue  on  the  ground  that  it  would 
result  in  a  lessening  of  the  obUgations  now  outstanding.     This^  of 
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course,  could  onlv  be  persuasive,  if  the  result  would  be  a  solvent 
corporation.  It  is  my  belief,  however,  that  if  the  United  Light  and 
Power  Company  and  affiliated  corporations  were  obliged  to  stand 
alone,  the  reduction  of  indebtedness  as  herein  proposed  would  still 
leave  insolvent  institutions  which  must  sooner  or  later  again  en- 
counter financial  distress.  It  would  avail  little  to  authorize  a 
reorganization  of  a  financial  wreck  if  the  reorganized  concern  itself 
were  a  financial  ruin  at  its  very  inception. 

"It  seems  to  me  the  better  policy  for  this  Commission  to  announce 
its  willingness  to  give  its  consent  to  such  a  reorganization  as  would 
leave  a  public  utility  in  an  improved  financial  condition,  provided, 
always  that  the  utility  as  reorganized  shall  be  at  least  solvent. 

"On  the  showing  as  presented  by  the  applicants,  the  United  Light 
and  Power  Company  of  California,  with  its  subsidiaries,  as  reorgan- 
ized, standing  by  themselves,  would  not  be  such  solvent  corporations. 

"There  remains,  therefore,  the  final  basis  for  this  application,  and 
that  is  the  guarantee  of  the  Great  Western  Power  Company.  It  is 
proposed  in  this  application  that  the  properties  now  held  by  the 
United  Light  and  Power  Company  (of  California)  and  its  subsidiary 
corporations  shall  pass  into  the  hands  of  a  new  corporation  to  be 
known  as  'Consolidated  Electric  Company,'  and  that  the  stock  of 
the  Consolidated  Electric  Company  shall  be  owned  by  the  Great 
Western  Power  Company.  It  is  further  proposed  that  the  Great 
Western  Power  Company  shall  guarantee  as  to  interest  and  jirincipal 
the  bonds  which  it  is  intended  that  the  Consolidated  Electric  Com- 
pany shall  issue.  If  this  is  a  firm  guarantee,  executed  in  good  faith, 
as  appears  to  be  the  intent,  and  fully  fortified,  it  will  serve  to  place 
the  strength  and  credit  of  the  Great  Western  Power  Company 
behind  the  bonds  of  the  Consolidated  Electric  Company.     .     .     . 

"If  this  were  an  entirely  independent  financial  proposition,  I  should 
recommend  to  this  Commission  that  it  should  not  place  its  sanction 
upon  the  financial  plan  as  outlined.  I  am  willing  to  recommend  a 
different  determination  of  this  matter  on  the  sole  ground  of  the 
willingness  of  Great  Western  Power  Company,  through  its  guarantee, 
to  assume  such  additional  obligations  as  may  be  herein  involved 
and  its  assurance  of  its  financial  ability  to  assume  those  burdens. 
Of  course  such  a  recommendation  does  not  contain  any  recognition 
of  the  value  of  the  properties  involved  in  this  matter  other  than  their 
actual  value,  as  that  may  be  determin(>d  by  this  Commission  when 
it  shall  find  it  necessary  to  determine  such  \alue.  I  ha^•e  purposely 
avoided  such  a  determination,  mcnn^y  summarizing  the  estim;it(^s 
which  have  been  presented. 

"If  it  becomes  necessary  hereafter  fur  this  Connnission  to  make 
findings  as  to  rates  for  Consolidated  Electric  Company,  such  find- 
ings of  course,  must  be  made  in  the  usual  and  approved  method 
and  based  upon  the  value  of  the  proj^erty  used  and  useful  in  tlie 
service." 
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"Protests  have  been  filed  in  this  matter  by  persons  who  ur^o  that 
they  have  claims  against  the  United  Properties  Company  and  assert 
that  the  United  Properties  Company  is  interested  in  the  stock  of 
the  United  Light  ancl  Power  Company  (of  New  Jersey),  and,  there- 
fore, in  its  subsidiaries.  These  protestants  maintain  that  if  the 
properties  are  allowed  to  be  transferred,  as  is  herein  requested,  they 
will  be  injured  to  the  extent  that  assets  upon  which  they  now  look 
for  relief  may  l)e  removed  beyond  their  power  to  recover. 

"I  would  be  inclined  to  go  into  this  more  deeply  were  it  not  for  the 
fact  that  the  evidence  before  me  does  not  lead  me  to  belie^'e  that 
there  is  value  in  the  stock  of  the  United  Light  and  Power  Company 
(of  California)  or  of  the  United  Light  and  Power  Company  (of  New 
Jersey).  On  the  contrary,  the  investigations  which  have  been  made 
and  the  evidence  which  has  been  introduced  have  led  me  to  the 
conclusion  that  these  companies  have  an  indebtedness  beyond  the 
value  of  their  properties  and  are  operating  at  a  loss. 

"It  would  avail  nothing,  as  I  understand  this  matter,  if  this  stock 
were  available  for  the  creditors  of  the  United  Properties  Company, 
as  I  do  not  believe  there  is  value  therein.  I  take  this  position  in 
regard  to  these  protestants  more  readily  by  reason  of  the  fact  that  they 
may,  of  course,  have  recourse  to  the  proper  tribunal  to  protect 
whatever  rights  they  have  in  this  matter." 

The  order  in  this  case  required  a  guarantee  of  the  principal  and  interest 
of  the  bonds  of  the  Consolidated  Electric  Company.  A  supplementary 
decision  was  rendered  May  20,  1915,  and  the  applicants,  if  willing  to 
accept  the  recommendation  of  the  Commission  regarding  the  guarantee 
requirement,  arc  to  make  application  for  the  final  order  on  such  a  basis. 

WISCONSIN 

132    Protection  from  Competition. 

The  Estella  Farmers'  Telephone  Company.  Application  for  a 
Certificate  of  Public  Convenience  and  Necessity.  Decision  of  the 
Wisconsin  Railroad  Commission  Denving  the  Petition.  Mav  15, 
1915. 

The  petitioner  applied  for  authority  to  enter  territory  which  is  already 
supplied  with  telephone  service.  It  appeared  that  the  application 
is  based  on  the  contention  that  the  present  service  is  inadequate  and 
unsatisfactory.  It  was  shown,  however,  that  the  service  was  being 
improved  and  that  the  company  in  the  field  was  in  a  position  to  furnisli 
as  good  a  service  as  could  be  provided  for  by  the  petitioner.  The  Com- 
mission says: 

"The  Commission  has  frequently  stated  that  a  service  complaint 
against  an  existing  company  is  the  proper  method  to  raise  for  con- 
sideration the  service  that  is  being  given.  We  deem  it  unnecessar}' 
to  go  over  that  ground.  If  the  service  being  afforded  by  any  com- 
pany is  so  hopelessly  bad  that  there  is  no  possibility  of  making  it 
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adequate,  or  if  a  company  is  in  such  a  weakened  financial  condition 
that  it  appears  impossible  for  it  to  give  the  service  it  has  undertaken 
to  give,  or  if  there  has  been  a  continued  and  wilful  disregard  of 
public  requirements  in  the  way  of  service,  or  if  a  company  against 
which  a  service  order  has  been  issued  fails  to  comply  with  the  require- 
ments of  such  order,  then  an  application  for  a  certificate  of  public 
convenience  and  necessity  may  be  the  proper  and  final  resort. 

"It  has  not  been  disclosed  that  any  of  these  conditions  precedent 
prevail  in  the  instant  case.     ... 

"It  has  not  been  shown  that  the  extent  of  service  desired  by  the 
applicants  is  in  any  wise  greater  than  that  which  may  be  had  by 
utilizing  the  opportunity  already  at  hand,  nor  that  the  service  now 
offered  them  cannot  forthwith  be  made  entirely  satisfactory. 

"For  these,  and  other  reasons,  it  is  deemed  that  the  certificate  for 
which  appHcation  is  made  should  be  refused." 

MAINE 

781 — Adequacy  of  Service. 

Kennison  et  al  v.  Madison  Water  Company,  Petition  Involving  Rates 
and  Service  of  the  Water  Utility.  Decision  of  the  Maine  Public 
Utilities  Commission,  Postponing  the  Question  of  Rates  and  Ordering 
an  Improvement  in  Service.     June  9,  1915. 

The  Commission,  upon  investigation,  found  that  the  water  furnished 
by  the  company  is  impure  and  ordered  the  company  to  take  immediate 
steps  to  improve  its  service.  The  complaint  involving  rates  is  held 
in  abeyance  until  the  service  is  made  satisfactory.  The  Commission 
says: 

"The  rates  themselves,  under  our  law,  must  ultimately  be  fixed  by 
the  value  of  the  property  useful  and  used  in  the  service.  This  will 
depend  in  the  near  future  upon  the  additions  and  changes  to  be 
made  in  the  plant.  An  order  made  now  would,  at  best,  be  only 
temporary.  It  would  involve  the  expense  of  a  physical  valuation  of 
the  property  by  the  engineering  department.  As  said  by  the  New 
Hampshire  Public  Service  Commission  in  a  recent  water  case:  'The 
expense  involved  in  the  improvements  to  be  made  will  be  substantial, 
and  must  be  taken  into  consideration  in  determining  the  value  upon 
which  rates  are  to  be  based.  It  is  not  desirable  to  attempt  to  fix 
such  value  and  establish  rates  for  the  future  until  it  is  possil)le  to 
determine  with  substantial  accuracy  what  the  amount  of  such 
expense  will  be.  The  case,  so  far  as  rates  are  concerned,  will  accord- 
ingly be  continued  until  such  expense  is  known.'     .     .     . 

"It  has  been  urged  that  the  respondent  should  not  be  permitted  to 
charge  full  regular  rates  if  it  is  furnishing  impure  water,  but  the 
Commission  cannot  authorize  such  service  and  cannot  make  rates 
for  it.  The  only  rates  recognized  must  })resui)pose  proper  service. 
That  will  be  secured  as  expeditiously  as  possible." 
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INDIANA 
OPINION  OF  ATTORNEY-GENERAL 

226 — General  Powers  of  Commission — Service. 

Opinion  of  the  Attorney  General  to  the  Indiana  Public  Service 
Commission,  Regarding  Power  of  Commission  to  Order  Extension  of 
Street  Car  Lines  Under  Interpretation  of  the  Word  "Service."  June 
11,  1915. 

Certain  residents  in  the  section  of  the  city  of  Fort  Wayne,  Indiana, 
connnonly  called  Bloomingdale,  filed  a  petition  with  the  Commission 
asking  that  the  Fort  WavTie  and  Northern  Indiana  Traction  Company 
be  required  to  furnish  street  railway  service  in  this  section.  The 
Commission  referred  the  petition  to  the  Attorney  General  asking  for 
an  opinion  as  to  whether  or  not  the  Commission  has  the  power  "to 
order  and  compel  the  building  of  a  new  street  car  line  to  meet  the 
necessities  of  the  citizens  as  set  forth  in  the  petition." 

The  Attorney  General  in  his  opinion  says  that  the  petition  is  based 
on  the  jurisdiction  of  the  Commission  over  "service"  in  Sections  1,  57, 
73  and  74  of  the  Shiveley-Spencer  Utility  Commission  Act  of  1913. 
The  definition  of  the  word  "service"  in  the  law  and  as  interpretated 
by  the  courts  in  cases  involving  service  regulation  is  discussed  and  the 
opinion  concludes: 

"After  a  careful  search,  I  have  lieen  unable  to  find  any  case  that  has 
gone  to  the  length  of  holding  that  'service'  may  include  requiring 
a  street  car  company  to  extend  their  street  car  lines  into  a  remote 
part  of  the  city,  or  to  require  them  to  put  in  new  lines."     .     .     . 

Attention  is  then  called  to  the  provision  of  the  law  for  extension  of 
service.  Section  110  of  the  Act  provides  how  the  municipality  may 
obtain  an  extension;  and,  in  the  second  place,  it  provides  how  a  public 
service  corporation  may  obtain  the  right  to  extend  its  lines. 

"A  decision  then  of  the  question  involved  .  .  .  calls  for  a 
distinction  to  be  made  between  the  term  'service'  as  used  in 
Sections  1,  57,  73  and  74,  supra,  and  the  term  'extension'  or 
'additional  construction'  as  used  in  Section  110,  supra.  While 
it  is  difficult  to  find  a  case  exactly  in  point,  yet  such  a  distinction 
as  is  raised  by  vour  letter  is  made  in  the  case  of  State  ex  rel.  Mason 
vs.  Consumers  Power  Co.  (Minn.,  1912).  137  N.  W.  1104,  41 
L.  R.  A.  N.  S.  1181.  This  was  an  action  of  mandamus  to  compel 
the  respondent  to  furnish  electric  service  to  the  relator's  residence. 
The  relator  claimed  that  he  had  wired  his  residence  for  electric 
connections  and  that  the  respondent  was  furnishing  electric  service 
to  other  property  owners  in  the  immediate  vicinity  of  his  residence, 
but  refused  to  make  the  proper  connections  between  the  wiring  in 
his  residence  and  the  respondent's  physical  plant.  On  the  other 
hand  the  respondent  claimed  that  this  was  not  discrimination  as 
to  service,  but  that   it  required  an  extension  of  the  respondent's 
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physical  equipment  and  tlierefore  the  relator  should  apjilj'  to  the 
city  council  to  compel  an  extension  as  provided  by  law.  The  court 
held  that,  in  this  case,  a  mandamus  should  issue  because  there  was 
an  agreement  on  the  part  of  the  respondent  to  furnish  'service'  to  all 
who  were  within  a  'service  zone'  and  that  the  term  'extension'  did  not 
apply  because  that  term  meant  the  'extension  of  the  respondent's 
system.'  " 

129.1 — Discrimination. 

■'The  court,  in  the  above  cited  case,  stated  in  the  course  of  its 
decision  as  follows: 

"  'The  respondent  l)eing  a  corporation  organized  and  empowered 
to  perform  a  public  service,  and  having  accepted  a  franchise  from 
the  city  authorizing  it  to  operate  therein,  it  is  bound  by  the  impli- 
cation of  the  law  to  make  no  unreasonable  discriminations  between 
those  to  whom  the  said  serice  is  to  be  furnished;  that  is,  it  must 
not  be  partial,  and  must  serve  all  alike,  all  who  are  similarly  cir- 
cumstanced with  reference  to  its  system,  or  who  are  memebers  of 
any  class  to  which  it  has  undertaken  or  is  otherwise  bound  to  furnish 
service.  (Citing  Central  Union  Tele.  Co.  vs.  The  State,  118  Ind. 
194,  andRushvilleNat.  GasCo.  vs.  Rushville,  132Ind.  575).     .     .     . 

"  'It  was  and  is  the  respondent's  duty  to  supply,  without  discrimi- 
nation, electric  service  to  all  citizens  of  St.  Paul  whose  property  is 
so  situated  as  reasonably  to  entitle  them  thereto  under  the  ordinance 
and  under  the  general  law  applicable  to  public  service  corporations, 
and  to  refrain  from  unjust  discrimination  between  such  citizens. 
So  the  next  question  is:  Does  the  relator  come  within  this  class? 
He  claims  that  he  does,  on  the  ground  that  he  is  a  member  of  a  class 
rendered  determinate  by  the  respondent's  own  acts;  that  is,  that 
his  residence  is  within  a  service  zone  already  established  by  the 
respondent — his  ultimate  claim  of  a  violation  of  a  legal  dut>'  due 
him  from  the  respondent  being  that  it  is  unjust  discrimination  to 
deny  him  the  service.' 

The  opinion  applies  this  reasoning  to  the  question   invohed   in   the 

Fort  Wayne  case,  and  says: 

"In  order  for  the  Public  Service  Commission  of  Indiana  to  acquire 
jurisdiction  it  is  necessary  for  the  petitioners  to  show  that  the 
service  of  the  Fort  Wayne  and  Northern  Indiana  Traction  Co.  is 
insufficient,  preferential,  unjustly  discriminatory,  inadequate,  or 
that  any  service  which  can  be  reasonably  (hMuandetl  cannot  be 
obtainecl.  The  test  to  be  applied  is  whether  all  i)ersons  in  the  same 
service  zone  are  being  treated  alike.  No  claim  to  the  contrary 
is  made,  all  persons  within  a  radius  of  four  blocks  from  the  car  line 
are  treated  alike,  all  persons  within  a  radius  of  ten  blocks  from  the 
car  line  are  treated  alike.  The  petitioners  do  not  set  up  in  their 
petition  that  the  number  of  cars  operated  are  insufficient,  or  that 
the  time  between  cars  is  too  long,  or  that  an  unreasonahle  time  is 
required  in  order  for  a  passenger  to  reach  his  destination.  Those 
things  relate  to  the  'service'  defined  by  Section  1,  supra,  of  the 
Shively-Spencer  Utility  Commission  Act.     .     .     . 
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"But,  what  the  petitioners  are  attempting  to  do  is  to  make  the  term 
'service'  cover  an  'extension'  to  the  street  car  line  now  in  operation — 
the  construction  of  new  lines. 

'It  is  my  opinion  that  the  remedy  of  the  petitioners  lies  with  the 
City  Council  of  Fort  Wayne. 

"I  am,  therefore,  of  the  opinion  that  the  Pul^lic  Service  Commission 
of  Indiana  has  no  power  to  order  and  compel  the  building  of  a  new 
street  car  line  to  meet  the  necessities  of  the  citizens  as  set  forth  in 
the  enclosed  petition." 

REFERENCES 
INVESTMENT  AND  RETURN 

310— Valuation. 

Report  of  the  Conference  Between  the  Division  of  Valuation 
OF  the  Interstate  Commerce  Commission,  Members  of  State  Com- 
missions, AND  Representatives  of  Presidents'  Conference  Committee 
OF  THE  Railroads,  May  27-29,  1915.     172  pages. 

A  conference  between  representatives  of  carriers,  representatives  of  state  commis- 
sions and  those  having  immediate  charge  of  the  valuation  work  of  the  Interstate 
Commerce  Commission  was  held  for  the  purpose  of  discussing  the  many  questions 
of  fundamental  importance  which  will  come  before  the  Commission.  A  number 
of  questions,  pertaining  to  the  form  and  substance  of  the  valuation  reports,  were 
submitted  by  the  Commission  and  the  report  contains  a  statement  of  the  posi- 
tions taken  and  arguments  advanced  on  behalf  of  the  railroads  and  the  answers 
submitted  by  the  conference  of  the  railroad  commissioners  pertaining  to  these 
questions. 

The  form  of  the  report,  the  method  of  keeping  the  valuations  up  to  date,  and 
whether  or  not  the  same  valuation  sections  shall  be  used  in  the  state  and  federal 
valuation  work  were  considered.  Discussion  of  the  various  elements  to  be  con- 
sidered in  the  value  of  the  property  is  stated  in  the  following  brief  abstracts  under 
the  various  headings. 

311.1— Original  Cost. 

The  question  was  asked  as  to  whether  or  not  an  estimate  of  original  cost  should 
be  attempted  if  it  is  not  shown  from  the  books  of  the  company.  Commissioner 
Maltbie  spoke  in  favor  of  estimating  original  cost,  pointing  out  that  reproduction 
cost  new  is  but  an  estimate  all  the  way  through.  Director  Proutj'  stated  that 
original  cost  is  one  thing,  while  the  amomit  of  money  actually  invested  in  the  pro- 
perty may  be  an  entirely  different  thing.  In  his  opinion,  the  act  calls  for  original 
cost  only  when  it  can  be  obtained  from  the  books,  but  states  that  it  is  the  aim 
of  the  investigators  to  show  the  amount  of  monev  actuallv  invested  in  all  cases. 
(Pages  142-14.3.) 

311.2 — Reproduction  Cost  New. 

The  principle  was  generally  agreed  upon  that  the  reproduction  cost  new  should  be 
determined  on  the  basis  of  present  conditions.  The  representatives  of  the  com- 
panies and  of  the  commissions  differed,  however,  on  questions  pertaining  to  such 
details,  as:  should  allowance  be  made  for  grubbing,  etc.,  the  wrecking  of  build- 
ings at  the  time  the  road  was  constructed,  and  should  it  be  assumed  that  present 
facilities  are  available  or  only  such  facilities  as  were  in  use  at  the  time  of  original 
construction.  (Pages  31-39.) 
313— Unit  Prices. 

The  determination  of  unit  prices  is  discussed  on  pages  94-99. 
314 — Overhead  Charges. 

The  discussion  under  this  head  covered  the  question  of  engineering  costs;  allow- 
ances for  contingencies,  interest  during  construction  and  taxes;  overhead  charges 
incident  to  reproduction;  and  time  necessar}^  to  reproduce  the  property.  (Pages 
42-56. ) 
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315 — Intangibles. 

Opinions  were  given  as  to  what  other  values  should  be  found  in  this  investigation 
in  addition  to  original  cost  and  cost  of  reproduction  new,  of  the  physical  property, 
and  brief  discussions  of  such  elements  as  going  value,  franchises,  favorable  loca- 
tions, and  earning  capacity  were  given.     (Pages  151-167  and  169-170.) 

319— Land. 

The  valuation  of  land  is  discussed  on  pages  99-135  and  168-169. 

320 — Appreciation. 

The  additions  to  value  due  to  appreciation,  solidification  and  seasoning  are  dis- 
cussed on  pages  56-64. 

360 — Depreciation . 

The  method  of  determining  depreciation  is  discussed.  Opinions  were  given  regard- 
ing use  of  mortality  tables  or  determination  by  actual  observation,  and  as  to  what 
extent  obsolescence  and  inadequacy  should  be  considered  in  valuing  property  in 
use.  Reference  is  made  to  court  decisions  on  the  subject  of  depreciation.  (Pages 
64-94.) 

COURT  DECISION  REFERENCES 

242.3— Subpoenas  and  Witnesses. 

Ellis  v.  Interstate  Commerce  Commission.  Decision  of  the  United 
States  Supreme  Court.  May  10,  1915.  35  Sup.  Ct.  645. 
The  Interstate  Commerce  Commission  asked  that  certain  questions  be  answered 
by  the  Armour  Car  Lines  Company  in  order  to  ascertain  whether  or  not  Armour 
&  Company  was  controlling  the  Armour  Car  Lines  and  using  it  as  a  device  to  obtain 
concessions  from  the  published  rates  of  transportation.  The  appellant  refused  to 
answer  the  series  of  questions  on  the  ground  that  the  counsel  who  put  them  avowed 
that  they  were  the  beginning  of  an  attempt  to  go  into  the  whole  business  of  the 
Armour  Car  Lines.     The  court  says: 

"This  was  beyond  the  powers  of  the  Commission.  Re  Pacific  R.  Commission, 
32  Fed.  241;  Interstate  Commerce  Commission  v.  Brimson,  154  U.  S.  447, 
478,  479,  38  L.  ed.  1047,  1057,  1058,  4  Inters.  Com.  Rep.  545,  14  Sup.  Ct.  Rep. 
1125;  Han-iman  v.  Interstate  Commerce  Commission,  211  U.  S.  407,  53  L.  ed. 
253,  29  Sup.  Ct.  Rep.  115.  The  Armour  Car  Lines  not  being  subject  to  regula- 
tion by  the  Commission,  its  position  was  simply  that  of  a  witness  interested 
in  but  a  stranger  to  the  inquiry,  and  the  Commission  could  not  enlarge  its 
powers  by  making  the  company  a  party  to  the  proceedings  and  serving  it  with 
notice.  Therefore  the  matter  to  be  considered  here,  subject  to  the  qualifica- 
tion that  we  are  about  to  state,  is  how  far  an  ordinary  witness  could  be  required 
to  answer  the  questions  that  arc  before  the  court. 

"We  have  stated  the  nature  and  object  of  the  investigation,  and  it  is  to  be 
observed  that  not  every  advantage  that  may  inure  to  a  shipper  as  the  result 
of  the  position    of    his  plant,  his  ownership,  or  his  wealth,  is  a  preference, 
Interstate  Commerce  Commission  v.  Diffenbaugh,  222  U.  S.  42,  46,  56  L.  ed. 
83,  87,  32  Sup.  Ct.  Rop.  22.     But  the  intervening  corporation  may  be  a  means 
by  which  an  owner  of  property  transported  indirectly  renders  the  service  in 
ciuestion,  and  in  that  event  its  charges  are  subject  to  the  Commission  by  Sec; 
tion  15.     The  supposed  unreasonable  charge  may  be  used  as  a  device  to  attain 
the  forbidden  end,  and  therefore  reasonable  latitude  should  be  allowed  to  see 
if  any  such  device  is  used.     Interstate  Commerce  Commission  v.  Brimson, 
154  U.  S.  447,  464,  38  L.  ed.  1047,  1052,  4  Inters.  Com.  Rep.  545,  14  Sup.  Ct. 
Rep.  1125.     But  still,  until  the  Armour  Car  Lines  is  shown  to  be  merely  the 
tool  of  Armour  i<r  Company,  it  has  the  general  immunities  that  we  have  stated. '_] 
Upon  this  statement  of  the  principles  involved  the  court  determined  what  ques- 
tions the  appellant  could  l)e  recjuired  to  answer.     All  matters  belonging  to  the  pri- 
vate biisiness  of  the  Armour  Car  Lines  are  not  open  for  investigation  by  the  Com- 
mission according  to  the  courts'  interpretation  of  the  law.     The  decision  reverses 
the  order  of  the  lower  court  (District  Court  of  the  United  States  for  the  Northern 
District  of  Illinois)  which  reciuired  the  answering  of  questions  and  the  i)roduction 
of  documents  desired  by  the  Coimnission,  but  the  reversal  is  made  witliout  preju- 
dice to  the  possibility  that  the  case  nuxy  be  brought  "within  Section  15  by  evidence 
to  the  effect  stated  ai)ove." 
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COMMISSION  DECISIONS 

IDAHO 

144 — Merger. 

Report  of  the  Idaho  Public  Utilities  Commission  Regarding  the 
Proposed  Consohdation  of  the  Idaho-Oregon  Light  and  Power  Com- 
pany, the  Idaho  Po^\'er  and  Light  Company,  the  Great  Shoshone 
and  Twin  Falls  Water  Power  Company,  the  Idaho  Railway,  Light 
and  Power  Company,  the  Southern  Idaho  Water  Power  Company 
and  the  Utah  Power  and  Light  Company.     June,  1915. 

The  Commission  was  delegated  to  make  an  investigation  of  the  pro- 
posed merger  of  the  six  large  electric  companies  operating  in  southern 
Idaho  and  to  act  as  agent  of  the  Attorney  General  to  determine  whether 
or  not  the  combination  is  one  which  is  forbidden  under  the  laws  of  the 
state,  and  particularly  under  Chapter  215,  Session  Laws  of  1911. 

The  report  states  that  the  merger  has  not  actually  been  consummated, 
but  is  well  under  process  of  formation.  The  relations  of  the  various 
companies,  the  conditions  under  which  the  present  situation  has 
developed  and  the  proposed  plan  of  consolidation  are  discussed.  The 
record  is  one  of  active  competition,  resulting  in  reduced  profits  for 
the  companies,  failure  to  maintain  their  service,  and  finally,  financial 
failure  and  operation  under  receivership. 

Following  the  entry  of  the  Idaho  Power  and  Light  Company  into  the 
territory  of  the  Idaho  Light  and  Power  Company,  a  situation  was 
developed  in  Boise,  "under  which  there  was  waged  a  bitter  competitive 
warfare,  under  allegations  and  counter  allegations  of  discrimination  and 
irregular  conduct,"  between  the  interests  controlling  these  companies. 

132.2 — Fair  Rates  and  Efficient  Service. 

"The  entry  of  the  Idaho  Power  &  Light  Company  into  the  Boise 
territory  accomplished  a  decided  reduction  in  the  cost  of  electric 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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current,  and  in  this  the  consuming  pubHc  derived  an  immediate 
advantage.  The  situation  with  reference  to  the  pubhc  utilities  con- 
cerned was  much  less  fortunate  and  the  loss  of  income  and  the  added 
expense  of  doing  business  soon  brought  about  receiverships  for  the 
Idaho  Railway,  Light  and  Power  Company  and  the  Idaho-Oregon 
Light  &  Power  Company.     .     .     ." 

1 48 —  Competition . 

The  charge  was  made  before  the  Commission  that  these  financial 
difficulties  were  deliberately  brought  on  by  certain  financial  interests 
which  were  desirous  of  bringing  about  the  exact  situation  which  is  now 
under  consideration,  and  of  obtaining  control  of  the  companies  operating 
in  this  territory. 

"The  Commission  finds  itself  unable  to  accept  the  theory  that  the 
present  conditions,  which  so  insistently  demand  relief,  were  delib- 
erately brought  about  for  the  purpose  of  obtaining  control  of  the 
electric  power  situation  in  this  part  of  the  state.  Prior  to  the 
development  of  the  situation  which  we  are  now  considering,  so  much 
money  had  been  lost  in  Idaho  securities,  of  one  kind  or  another, 
that  we  feel  loath  to  believe  that  any  group  of  financial  interests 
would  recklessly  determine  to  set  in  motion  agencies  which  would 
only  end  in  further  loss  to  the  investing  public,  more  complete 
demoralization  of  the  market  for  our  industrial  securities  and  the 
consequent  depreciation  in  the  value  of  the  very  properties,  the 
final  control  of  which  is  represented  to  have  been  the  underlying 
object.  Rather  do  we  incline  to  the  belief  that  loss  was  occasioned 
here,  as  in  so  many  of  our  other  enterprises,  from  the  fact  that  their 
property  development  required  much  more  money  than  had  been 
provided  therefor,  and  the  income  derived  therefrom  was  not  suffic- 
ient either  to  yield  a  return  on  the  present  investment  or  to  inspire 
confidence  for  the  future." 

144 — Merger. 

The  proposed  merger  will  establish  one  compan}'  in  the  field  now 
occupied  by  five. 

''There  should  immediately  follow  very  large  reductions  in  operating 
expenses.  Further  economics  should  follow  from  the  linking  of 
these  systems  and  the  resulting  ability  to  use  on  one  system  tlu^ 
surplus  power  developed  on  another,  and  would  make  unnecessary 
for  the  present  the  further  development  of  power  units  and  expcMuli- 
tures  incident  thereto.  The  higher  load  factor  of  the  combined 
system  over  that  of  the  separate  systems,  as  at  pi'csent  ojjerated, 
should  result,  generally,  in  a  considerable  increase  in  the  operating 
revenues  of  the  company. 

"The  Connnission  is  firmly  of  the  opinion  that  this  consolidation  is 
in  the  best  interests  of  those  who  have  invested  money  in  the  public 
utilities  concerned,  that  it  points  the  way  to  an  emergence  from  the 
financial  difficulties  of  the  past,  to  the  reaching  of  a  status  under 
which  a  reasonable  rate  of  return  mav  b(^  (\irned  on  a  fair  valuation 
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of  the  property  used  and  useful  in  the  service  of  the  pubUc,  and  that 
the  rehabilitation  of  these  securities  will  mark  a  long  step  forward  in 
the  re-establishment  of  the  financial  credit  of  the  state  and  of  the 
industrial  enterprises  within  its  borders. 

"We  should  also  add  some  expression  of  our  \'iews  as  to  the  effect 
of  this  proposed  merger  upon  the  interests  of  the  general  pubUc. 
Is  the  proposed  consolidation  calculated  to  promote  the  public  good, 
and  should  it  be  encouraged,  or  does  it  partake  of  the  nature  of  a 
harmful  monopoly,  against  which  the  power  of  the  state  should  be 
directed  for  the  purpose  of  preventing  its  consummation,  or  bringing 
about  its  dissolution?  The  answer  to  this  question  clearly  depends 
upon  the  policy  of  the  law  and  the  ability  of  the  state  to  protect  its 
citizens  against  the  evils  always  attendant  upon  an  unregulated 
monopoly.  If  our  legislature  had  not  enacted  the  Public  Utilities 
Act  of  this  state,  the  formation  of  such  a  merger  would  inevitably 
endanger  the  rights  of  the  patrons  of  these  public  utilities  to  be 
supplied  with  adequate  and  efficient  service  at  reasonable  cost.  We 
might  in  that  event  expect  with  confidence  the  occurrence  here  of 
those  conditions  which,  in  states  having  no  regulation  of  public 
utilities,  invariably  follow  a  period  of  bitter  and  relentless  competi- 
tion, when  the  warring  corporations  cease  their  struggles,  merge 
their  interests,  and  by  increased  prices  attempt  to  recoup  their 
losses,  and  thus  force  the  long  suffering  public  to  meet  the  expenses 
of  a  competitive  war,  which  accomphshed  nothing  of  real  value,  but 
which  a  portion  of  the  public  has  heretofore  believed  to  be  in  its 
real  interests. 

132.1 — Natural  Monopolies. 

"Under  our  Public  Utilities  Act,  with  ample  power  in  the  Commission 
to  enforce  adequate  service  and  to  regulate  rates,  none  of  these 
dangers  need  be  apprehended.  In  the  place  of  five  separate  com- 
panies struggling  for  continued  existence,  there  will  be  one  strong 
company  enjoying,  under  the  economies  to  be  effected,  a  sufficient 
income  to  net  a  reasonable  return  upon  its  investment  and  able  to 
serve  the  public  with  that  degree  of  promptness,  dependability  and 
efficiency  to  which  the  public  is  entitled.  This  service  will  be 
rendered  under  the  supervision  of  the  Public  Utilities  Commission, 
and  no  violation  of  the  rights  of  the  consuming  public  need  be 
apprehended. 

"We  deem  it  unnecessary  to  express  an  opinion  as  to  whether,  if 
our  Public  Utilities  Act  were  not  in  force,  the  merger  in  question 
would  be  of  such  a  nature  as  to  constitute  a  contract  or  combina- 
tion in  restraint  of  trade,  in  violation  of  Chapter  215,  Session  Law^s, 
1911,  since  we  are  of  the  opinion  that  the  policy  of  the  state,  as 
expressed  in  the  last  mentioned  Act  for  the  prevention  of  monopol}', 
at  a  period  of  open  competition  and  the  absence  of  regulation,  has 
now  been  superseded,  at  least  in  so  far  as  public  utilities  of  this 
nature  are  concerned,  by  the  policy  which  recognizes,  and  in  certain 
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cases,  protects  monopolies  in  public  service  corporations  under  the 
regulatory  powers  of  the  Commission  as  to  rates  and  service.  We 
do  not  mean  to  say  that  the  policy  of  permitting  competition  has 
entirely  passed,  since,  as  we  have  heretofore  held,  each  case  must  be 
decided  on  its  merits,  and  the  law  specifically  authorizes  the  Com- 
mission to  permit  competition  whenever  warranted  by  conditions  of 
service,  or  whenever  necessary  to  enforce  on  the  part  of  any  existing 
public  utility  proper  attention  to  the  just  demands  of  the  consuming 
pubHc." 

With  reference  to  the  question  as  to  the  power  of  the  courts  over  these 
companies,  to  restrain  the  formation  of  such  a  combination,  the 
report  says: 

"We  deem  it  unnecessary  to  comment  further  than  to  say  that  we 
know  of  no  reason  to  doubt  the  jurisdiction  of  our  courts  to  act  in 
this  case,  if  the  combination  were  believed  to  be  in  violation  of  the 
law,  since  such  a  combination  must,  in  order  to  successfully  resist 
attack,  be  lawful,  not  only  in  the  state  where  it  is  formed,  but  also 
in  the  state  where  it  is  to  operate  and  become  effective.  We  do  not 
feel,  however,  that  the  case  we  have  had  under  consideration  is  one 
wherein  the  power  of  the  courts  need  be  invoked,  since  in  the  light 
of  all  the  facts  presented,  we  do  not  believe  that  the  proposed  merger 
is  in  violation  of  law,  and  we  do  believe  that  its  accomplishment  will 
inure  to  the  benefit  of  the  consuming  public,  to  the  benefit  of  the 
investors  in  these  properties  and  to  the  financial  credit  of  the  state." 


MASSACHUSETTS 


531 — Prompt  Payment  Discount. 

MiLFORD  Gas  Light  Company.  Complaint  Concerning  the  Quality 
and  Price  of  Gas.  Decision  of  the  Massachusetts  Board  of  Gas 
AND  Electric  Light  Commissioners,  Recommending  a  Prompt 
Payment  Discount  Provision.     June  11,  1915. 

Upon  investigation  the  Board  finds  that  the  company  is  earning  "little 
more  than  a  fair  return  on  the  capital  employed  for  the  public  con- 
venience." 

"In  view  of  these  circumstances  the  Board  has  not  felt  disposed 
to  require  a  reduction  in  price  save  to  the  extent  and  in  th(^  manner 
hereinafter  indicated.  Allusion  has  already  Ijeen  made  to  the  fact 
that  the  present  price  is  net,  no  discount  being  allowed  for  prompt 
payment  except  to  large  customers.  This  practice  appears  to  have 
caused  substantial  losses  in  bad  debts  in  the  past,  as  well  as  serious 
delays  in  the  collection  of  customers'  accounts.  Tlie  consequent 
losses  in  revenue  have  doubtless  hindered  reductions  in  the  maximum 
net  price,  and  are  in  the  end  borne  by  those  customers  who  meet 
their  bills  promptly.     The  latter  are  fairly  entitled  to  some  relief." 
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The  Board's  only  recommendation  is  that  the  company  offer  a  discount 
of  not  less  than  5  cents  a  thousand  cul)ic  feet  to  all  customers  paying 
their  bills  within  fifteen  days  after  the  same  are  rendered.  This  pro- 
vision is  to  take  effect  as  of  July  1,  1915. 

910 — Promotion  and  Growth  of  Business. 

In  making  this  order,  the  Board  says : 

'Tt  may  also  reasonably  be  expected  that  the  company's  business  may 
be  stimulated  by  what  will  in  effect  be  a  reduction  in  the  maximum 
net  price.  The  territory  supplied  seems  also  to  be  a  fa^•orable 
field  for  the  sale  of  gas  for  industrial  purposes.  A  community  should 
not  be  required  to  assume  the  burden  of  a  return  upon  private  capital 
employed  for  its  convenience,  unless  its  owners  are  ready  to  devote 
their  enterprise,  skill  and  prudence  to  a  persistent  effort  to  increase 
the  business,  and  thereby  to  give  the  public  the  advantage  arising  from 
the  resulting  efficiency  and  economy  of  operation." 

ILLINOIS 

129 . 1—  Discrimination . 

Auto  Supply  Co.  v.  Central  Illinois  Public  Service  Company, 
Complaint  Regarding  Electric  Rates  in  City  of  Olney.  Decision  of  the 
Illinois  Public  Utilities  CoMMissiON,  Instructing  The  Company  to 
Place  All  Customers  on  a  Meter  Basis  and  Eliminate  Discrimination. 
March  4,  1915.     P.  U.  R.  1915B,  205. 

The  complainant  in  this  case  had  been  receiving  electric  service  at  a 
special  rate  of  4  cents  per  kilowatt  hour.  When  the  Public  Utilities  Act 
became  effective,  the  Company  filed  its  regular  rates  for  electric  and 
power  service  and  notified  the  complainant  that  it  would  be  charged  at 
these  rates.  The  complainant  refused  to  pay  bills  rendered  in  accord- 
ance with  the  regular  published  rates,  and  the  Company  discontinued 
service,  whereupon  this  complaint  was  filed  with  the  Commission. 

The  schedule  of  rates  as  filed  with  the  Commission  did  not  include  a 
large  number  of  flat  rates  under  which  service  had  been  rendered,  which 
rates  were  in  the  nature  of  special  contracts  wnth  indi^•idual  consumers, 
and  were  not  optional  rates  open  to  the  general  consumers  of  the  com- 
pany. The  Company  has  met  considerable  opposition  in  its  attempt 
to  establish  the  published  rates.     The  Commission  says : 

"It  is  unfortunate  that,  in  the  rapid  development  of  public  utility 
enterprises,  more  particularly  those  of  an  electrical  natiu-e,  the 
companies  serving  the  public  had  in  many  instances  during  the  past 
seen  fit  to  render  service  to  consumers  on  bases  entirely  without 
justification  from  either  the  standpoint  of  the  value  of  the  service 
to  the  consumer  or  the  cost  of  service  to  the  company.  In  many  cases 
it  would  appear  that  rates  of  this  nature  have  been  developed  solely 
from  the  standpoint  of  securing  the  business  for  the  utility  company 
without  any  very  definite  thought  or  consideration  being  given  to  what 
effect  the  rates  paid  by  any  individual  consumer  would  have  upon  the 
rates  paid  by  other  consumers  or  the  general  practical  economic  con- 
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ditions  involved.  In  many  cases  rates  so  developed  have  been  entirely 
unjust  and  discriminatory.  The  fact  that  such  rates  have  been  made 
is  not  as  serious  criticism  to  the  utility  as  might  at  first  seem  to  be  the 
case,  since  the  study  of  proper  rates  for  utility  service,  particularly 
as  among  the  different  classes  of  consumers,  has  received  careful 
consideration  only  during  recent  years,  and  in  fact  many  of  the  points 
involved  are  still  a  matter  of  serious  contention  and  dispute.  Despite 
these  facts,  however,  the  continuation  under  present  conditions  of 
rates  which  are  obviously  discriminatory  and  which  are  not  open  to 
all  consumers  in  the  community  receiving  service,  is  unfair  and  is  in 
distinct  violation  of  the  public  utilities  law  of  the  state.  The 
number  of  consumers  in  Olney  who  are  receiving  service  at  other  than 
the  legal  rates  of  the  company  is  a  very  considerable  proportion 
of  the  entire  consumers  in  the  city,  being  in  the  neighborhood  of 
25  per  cent. 

511— Flat  Rates. 

"Without  the  placing  of  meters  on  these  consumers,  it  is,  of  course, 
impossible  to  state  whether  the  rates  which  they  are  receiving  are 
preferential  and  discriminatory  or  not,  but  experience  with  flat 
rates  has  clearly  shown  that  the  tendency  of  the  consumer  is  to 
use  current  freely  and  without  regard  to  his  actual  need  for  it, 
so  that  it  is  not  unreasonable  to  assume  that  these  rates  are  prefer- 
ential and  discriminatory,  and  the  testimony  leaves  no  room  for 
doubt  that  the  company  has  refused  to  give  these  rates  to  other 
consumers  having  similar  service  conditions. 

513 — Meter  Basis. 

"It  is  believed  that  the  company  should  place  all  electric  consumers 
in  Olney  on  a  meter  basis  at  the  earliest  date  possible,  in  order 
that  the  rates  paid  by  each  consumer  for  his  electric  service  shall  be 
in  accordance  with  his  use  of  such  service.  As  previously  pointed  out, 
it  is  impossible  to  state  under  the  conditions  now  existing  whether 
the  fiat-rate  consumers  are  paying  their  proper  share  of  the  expenses 
of  furnishing  electric  service  in  this  city,  but  by  basing  our  conclusions 
on  conditions  existing  elsewhere  and  upon  such  general  studies  of  the 
situation  as  we  have  been  able  to  make  in  this  particular  case,  we 
believe  that  it  is  highly  probable  that  those  consumers  in  Olney 
who  are  at  present  on  a  meter  basis,  and  who  constitute  approximately 
75  per  cent  of  the  total  number  of  consumers,  are  paying  in  their 
electric  rates  for  the  benefits  received  by  those  consumers  who  are 
on  a  flat-rate  basis  and  who  in  numbers  amount  to  approximately 
25  per  cent  of  the  total  consumers.  If  our  conclusion  in  this  matter 
is  correct,  it  is  a  condition  which  is  obviously  unfair  to  a  large  majority 
of  the  consumers  in  Olney,  and  it  is  also  a  contlition  which  benefits 
no  one  except  that  small  minority  percentage  of  consumers  who  are 
at  present  receiving  current  on  a  tlat-rate  basis." 

With  all  services  metered  it  will  be  possible  to  secure  information 
regarding  the  consumption  of  all  consumers  in  the  city.  The  company 
is  given  four  months  in  which  to  place  all  consumers  on  a  meter  basis. 
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"As  regards  the  past  bills  of  the  Auto  Supply  Company  which  were  in 
dispute  in  this  case,  it  is  believed  that  the  equitable  basis  for  settle- 
ment will  be  for  the  complainant  to  pay  for  energy  on  the  basis  of 
the  published  rates  of  the  eompan\'  for  the  period  commencing 
with  the  time  at  which  payment  was  refused  by  the  complainant,  and 
continuing  up  to  date  of  this  order  of  the  Commission  If  upon 
investigation  it  is  found  that  the  rates  for  electrical  energy  in  Olney 
are  unreasonably  high  and  that  the  same  should  be  reduced,  it  is 
believed  that  the  date  at  which  such  a  reduction  should  become 
effective  should  be  the  date  of  this  order, 

"In  order  to  carry  out  this  investigation  it  will  be  necessary  for 
the  company  to  file  a  complete  inventory  and  appraisal  of  that 
portion  of  its  property  involved  in  the  rendering  of  service  in  Olney, 
together  with  a  statement  of  that  portion  of  its  income  and  expenses 
which  accrue  or  are  chargeable  to  its  business  in  Olney." 

Two  months  is  deemed  sufficient  time  for  the  company  to  file  such 
information. 

NEW  YORK 

129.3 — Refusal  of  Service. 

Ryder  v.  Great  Bear  Light  and  Power  Company,  Complaint  Regard- 
ing Cutting  Off  of  Electric  Service.  Decision  of  the  New  York  Public 
Service  CoMMissiOiNr  (2  D),  Holding  that  Discontinuance  of  Service 
Was  Not  Justified.     February  17,  1915. 

The  company  sent  out  notices  to  certain  of  its  customers  stating  that 
high  courts  have  recently  handed  down  decisions  against  electric  light 
companies  holding  them  responsible  for  fires  caused  from  improper 
installation,  where  service  is  furnished  to  consumers  without  Under- 
writer's Inspection  permits;  and  that  the  company,  on  and  after 
December  1,  1914,  would  refuse  to  furnish  current  to  any  consumer 
who  has  not  furnished  the  company  with  such  a  permit,  even  though 
they  have  been  using  current  for  a  number  of  years.  Because  of 
refusal  to  comply  with  this  notice,  complainant's  service  was  cut  off. 
The  decision  saj's: 

"The  complainant's  refusal  was  to  procure  an  inspection  by  this 
association.  It  does  not  appear  that  he  refused  to  permit  the  com- 
pany to  make  an  inspection. 

"It  is  doubtless  the  right  and  probably  the  duty  of  an  electric  com- 
pany, in  the  interest  of  public  safety,  to  satisfy  itself  that  a  private 
electric  installation  is  safe  before  it  supplies  current  thereto,  and  it 
may  impose  reasonable  regulations  for  that  purpose.  Whether  or 
not  it  would  be  reasonable  before  commencing  service  to  require  the 
prospective  consumer  to  obtain  an  inspection  and  certificate  from  a 
particular  unofficial  body  such  as  the  Underwriters'  Association  is  a 
question  not  presented  by  this  case  and  is  therefore  not  determined. 


218  7         Rate     Research 


Here  the  company  had  been  furnishmg  current,  with  certain  inter- 
ruptions at  times  when  the  premises  were  unoccupied,  for  several 
years.  It  discontinued  service  without  any  evidence  that  the  installa- 
tion had  become  unsafe,  and  solely  because  the  consumer  refused  to 
procure  a  certificate  of  this  unofficial  organization  that  the  wiring- 
had  continued  safe.  No  fire  had  occurred,  and  on  the  hearing  no 
evidence  was  offered  to  show  that  any  actually  dangerous  conditions 
existed.  The  discontinuance  of  the  service  was  based  on  no  actual 
dangerous  condition,  but  upon  the  refusal  of  the  consumer  to  produce 
a  particular  kind  of  private  evidence  of  safe  conditions. 

"We  hold  that  an  electric  company  which  has  supplied  current  to  a 
consumer  may  not  arbitrarily  cut  it  off  without  evidence  that  the 
wiring  has  become  unsafe,  and  merely  because  of  the  consumer's 
refusal  to  furnish  affirmative  evidence  of  continued  safety,  especially 
when  a  particular  kind  of  unofficial  evidence  is  so  demanded.  To 
hold  otherwise  would  be  to  permit  public  service  companies  to 
commit  to  private  individuals  and  associations  the  power  to  deter- 
mine their  public  duties  in  respect  of  furnishing  service." 

CALIFORNIA 

221.1 — ^Issue  of  Stocks  and  Bonds. 

Pacific  Gas  and  Electric  Company,  Application  For  Authority  to 
Issue  Common  Capital  Stock.  Decision  of  the  California  Railroad 
Commission,  Authorizing  the  Issue  and  Imposing  Conditions, 
May   12,    1915. 

The  applicant  proposes  to  issue  the  stock  to  the  holders  of  its  common 
shares  in  lieu  of  the  distribution  of  a  cash  dividend.  The  Commission 
points  out  that  it  has  no  evidence  upon  which  to  base  a  finding  that 
the  stock  is  represented  by  a  definite  amount  of  assets.  The  applica- 
tion is  granted  provided  that  the  stock  is  issued  only  to  common  stock- 
holders of  applicant,  and  only  after  applicant  has  furnished  the 
Commission  with  a  written  statement  to  the  effect  that  it  shall  not  use 
this  authorization  as  a  basis  to  claim  a  recognition  of  value  of  its  assets. 

The  opinion,  written  by  Commissioner  Edgerton,  says: 

"When  this  Commission  authorizes  an  issue  of  stock  there  is  alwa>^s 
danger  of  a  misunderstanding  on  the  part  of  the  investing  public 
that  in  making  the  authorization  this  Commission,  in  some  degree, 
inferentially  expresses  its  belief  that  that  stock  is  supported  b\' 
reasonable  assets.  Upon  the  faith  of  this  view  investors  might  be 
led  to  purchase  securities  which  they  would  not  otherwise  acquire. 
It  would  be  extremely  unfortunate  if  the  idea  should  become  lodged 
in  the  public  mind  that  Commission  authorization  to  issue  stock 
entails  a  recognition  or  belief  on  the  part  of  the  Commission  that 
such  stock  is  necessarily  a  good  investment.  The  Public  Utilities 
Act  does  not  contemplate  that  the  Commission  shall  exercise  any 
such  function.     It  does  contemplate  that  the  Commission  shall,  in 
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the  exercise  of  its  duties,  see  that  the  utiHty  receives  an  adequate 
return  for  the  stock  which  it  issues.  But  this  Commission  can  not 
go  into  the  past  and  breathe  value  into  stock  which  has  no  \alue, 
nor  can  this  Commission  go  into  the  future  and  say  that  values  of 
to-day  shall  not  shrink  next  year,  or  the  year  after,  or  ten  years 
hence. 

"It  has  been  the  aim  of  the  C'ommission,  as  far  as  could  reasonably 
be  done,  to  safeguard  the  issue  of  stocks  and  bonds.  It  has  ne\er 
pretended  to  say  that  stocks  and  bonds  which  it  authorized  were 
necessarily  good  stocks  and  bonds  for  an  intending  investor  to  buy. 
On  the  contrary,  it  has  specifically  and  repeatedly  stated  that  stocks 
and  bonds  issued  upon  Commission  authorization  must  take  their 
place  in  the  financial  world  with  stocks  and  bonds  heretofore  or 
hereafter  issued,  and  were,  therefore,  liable  to  the  same  economic 
laws  to  which  all  investment  is  necessarily  subject.  There  is  no 
guarantee  by  the  State. 

"In  many  instances  this  Commission  is  obliged,  under  the  necessities 
of  a  corporation,  to  authorize  securities  to  be  issued,  even  when  it 
may  believe  that  such  securities,  though  beneficial  to  the  corpora- 
tion, might  not  be  beneficial  to  the  intending  purchaser.  Take, 
tor  example,  a  new  enterprise,  as  an  electric  railway:  The  project 
is  organized  and  in  order  to  construct  the  line  it  is  necessary  to  sell 
stocks  or  bonds.  The  most  conservative  way  is  perhaps  the  sale 
of  stock.  An  application  is  brought  to  the  Commission  thereupon 
to  sell  stock  to  build  su(;h  a  railway.  It  is  the  most  conservative 
way  in  which  the  project  can  be  presented.  It  may  appear  to  the 
Commission  that  the  project  is  not  wholly  feasible;  that  the  investors 
may  perhaps  lose  a  part,  and,  it  may  be,  all  of  their  investment.  In 
such  an  instance  it  is  not  the  province  of  this  Commission  to  assume 
to  set  up  its  judgment  as  a  barrier  to  the  investment  by  those  who 
are  willing  to  assume  the  risks  involved.  It  is  the  duty  of  the  Com- 
mission to  see  that  the  project  is  surrounded  with  all  reasonable 
safeguards,  to  see  that  the  enterprise  is  earned  forward  honestly 
along  approved  lines,  and  beyond  that  it  cannot  go. 

"I  would  issue  a  warning,  therefore,  to  the  public  or  that  part  of 
the  public  which  has  conceived  it  to  be  the  function  of  this  Commis- 
sion to  allow  the  issue  of  only  such  investment  securities  as  should 
be  sure  to  be  remunerative  and  profitable  to  the  inv'estor.  That, 
of  course,  is  not  the  case.  Every  stock  and  eveiy  bond  issued  with 
the  authorization  of  this  Commission  should,  by  the  investing 
public,  be  subjected  to  the  same  scrutiny  and  to  the  same  test  as 
any  other  stock  or  bond  which  might  be  available  on  the  market 
for  public  purchase,     .     .     . 

'Tt  has  been  my  personal  view  that  common  stock  should  be  issued 
in  the  State  of  California  without  par  value.  This  would  leave  the 
bonds  and  the  preferred  stock  with  a  fixed  face  or  par  value,  but 
the  common  stock  of  a  corporation  would  merely  represent  a  pro- 
portionate interest  in  the  residual  assets  and  would  share  in  profits 
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after  the  preferred  stock.  It  would  make  small  difference,  then, 
if  the  matter  were  thoroughly  understood,  whether  these  residual 
assets  were  evidenced  by  100  certificates  of  stock  or  1,000  certificates 
of  stock,  as  these  certificates  would  bear  no  fixed  par  value  and 
would  not  claim  to  represent  more  than  they  did  actually  represent, 
which  would  be  a  proportionate  interest  in  these  residual  assets. 

"Let  us  say  a  corporation,  for  instance,  had  assets  of  $100,000.00 — • 
170,000.00'  of  bonds  and  $10,000.00  of  preferred  stock.  That 
would  leave  $20,000.00  of  assets  over  and  above  the  bonds  and 
preferred  stock.  Now,  if  this  corporation  were  capitalized  at  par 
throughout,  there  would  be  outstanding  against  this  820,000.00 
of  residual  assets  200  shares  of  stock  of  the  par  value  of  $100.00  per 
share.  However,  it  has  been  the  practice  in  the  State  of  California 
to  distribute  common  stock  promiscuously  in  exchange  for  so-called 
services,  and  by  this  expedient  corporations  have  been  enabled  to 
put  out  a  much  greater  amount  of  stock  than  the  exact  intention 
of  the  law  contemplated.  If,  however,  the  par  value  of  common 
stock  were  removed  in  the  case  of  the  corporation  just  referred  to, 
and  200  shares  were  outstanding,  each  share  would  represent  nothing 
more  than  one  two -hundredths  interest  in  the  $20,000.00  of  remain- 
ing assets.  On  the  other  hand,  if,  instead  of  200  shares,  1,000  shares 
were  issued,  each  share  would  represent  one  one-thousandth  of 
the  residual  assets. 

"The  evil  in  this  whole  situation  of  common  stock  arises  primarily 
from  the  par  value  feature  by  which  a  certificate  bears  a  fixed  par 
^•alue  and  assumes  to  represent  that  par  value  when,  as  a  matter  of 
fact  it  represents  nothing  more  than  a  proportional  interest  in  the 
remaining  assets  and  in  profits." 

NEW  YORK 

226— Service. 

Petition  of  the  Lima-Honeoye  Electric  Light  and  Railroad  Com- 
pany et  al.  for  Separation  of  Lighting  Plant  and  Railroad.  Decision 
of  the  New  York  Public  Service  Commission  (2  D),  Dismissing  the 
Petition.     April  14,  1915. 

The  Lima-Honeoye  Light  and  Railroad  Company  has  undertaken,  by 
lease  from  the  Lima-Honeoye  Electric  Light  and  Railroad  Company, 
the  operation  of  an  electric  plant  and  an  electric  railroad.  During  the 
time  the  lessee  has  operated  these  properties,  the  gross  receipts  of  the 
combined  enterprise  have  been  insufficient  to  pay  the  operating  charges. 

"It  is  alleged  that  the  railroad  system,  considered  by  itself,  invariably 
has  been,  and  under  existing  arrangements  will  necessarily  be, 
operated  at  a  loss  by  the  lessee,  largely  because  of  the  fact  that  on 
account  of  its  inability  properly  to  finance  its  operation  it  has  never 
been  able  to  render  reasonably  adequate  public  service,  having 
insufficient  railroad  connection  at  its  termini,  a  limited  area  for 
originating  business,  and  restricted  facilities  for  forwarding  freight 
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and  passengers;  that  the  electric  hghting  system,  on  the  other  hand, 
has  been  and  can  be  operated  at  a  profit;  that  operated  as  a  separate 
enterprise  the  electric  lighting  system  can  and  will  give  good  service 
at  reasonable  cost  to  both  public  and  private  consumers,  but  that 
operated  jointly  with  the  railroad  as  at  present,  the  ability  of  each 
system  to  render  good  service  is  greatly  restricted  and  such  joint 
operation,  under  present  conditions,  may  result  in  ultimate  inability 
of  either  to  render  any  service  whatsoever." 

The  Commission  states  that  if  the  application  for  the  separation  of  the 
properties  is  granted,  the  railroad  enterprise  would  undoubtedly  be 
abandoned. 

"It  is  because  of  the  last  mentioned  fact,  and  on  account  of  this 
apparently  inevitable  incident  to  consummation  of  what  is  now 
proposed,  that  the  plan  does  not  commend  itself  to  the  judgment  of 
this  Commission.     .     .     . 

"In  support  of  his  contention  that  the  unprofitable  railroad  business 
may  properly  be  abandoned  in  order  to  preserve  and  insure  continu- 
ance of  the  profitable  lighting  business,  counsel  declares  that  the 
owner  of  a  public  service  corporation  cannot  be  compelled  to  continue 
the  enterprise  at  all  hazards  and  at  whatsoever  pecuniary  sacrifice. 
While  this  is  doubtless  true  as  a  general  statement  of  an  abstract 
right,  it  does  not  follow  that  a  railroad  corporation  may  discontinue 
its  entire  service  at  will  and  itself  be  the  sole  judge  of  the  propriety 
and  necessity  of  such  a  discontinuance.  It  would  seem  that  consent 
of  the  state  is  a  prerequisite  to  the  absolute  abandonment  of  the 
enterprise.  We  are  not  called  upon  to  determine  how  such  consent 
may  be  obtained ;  sufficient  to  say  that  there  is  nothing  in  the  Public 
Service  Commissions  Law  which  clothes  this  Commission  with 
authority,  either  to  ascertain  and  decide  whether  the  facts  upon 
which  such  a  right  is  predicated  actually  exist  in  a  given  case,  or  to 
determine  the  terms  and  conditions  under  which  in  a  proper  case 
the  abandonment  of  such  an  enterprise  may  be  permitted.  It  is 
contended  on  behalf  of  the  opposing  municipality  that,  under  Section 
54  of  the  Railroad  Law,  which  among  other  things  provides  that 
no  station  established  by  any  railroad  corporation  for  the  reception 
or  delivery  of  passengers  or  property  or  both  shall  be  discontinued 
without  the  consent  of  the  Public  Service  Commission  first  had  and 
obtained,  this  Commission  has  power  to  prevent  discontinuance  by 
a  railroad  of  its  entire  service.  Without  determining  that  point,  on 
the  other  hand  it  is  at  least  clear  that  the  Commission  is  absolutely 
without  authority-  expressly  to  approve  and  authorize  the  non- 
operation  of  a  railroad  in  its  entirety  and  for  an  indefinite  period; 
and  for  that  reason  it  plainly  ought  not  to  authorize  something 
which  would  inevitably  result  in  such  non-operation. 

"The  question  now  presented  to  the  Commission  accordmgly  does 
not  hinge  upon  whether  or  not  the  owners  of  the  railroad  enterprise 
may,  under  the  circumstances  and  as  matter  of  right,  abandon  its 
future  operation.     As  far  as  that  feature  of  the  case  is  concerned, 
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the  proper  question  would  be  whether,  having  regard  to  the  public 
welfare  and  rights  as  well  as  to  the  rights  and  interest  of  the  o^\^le^s 
and  lessees  of  these  two  utilities,  the  Commission  may  properly 
approve  that  which,  if  granted,  will  in  effect  constitute  a  default 
under  a  lease,  the  execution  of  which  lease  has  been  approved  and 
authorized  by  the  Commission  upon  the  express  understanding  that 
an  efficient  operation  of  both  utilities  would  result  therefrom  and 
might  be  expected  to  continue  during  the  life  of  the  lease.  In  this 
view  of  the  case,  approval  by  the  Commission  of  what  is  now  j^ro- 
posed  would  l)e  an  improper  exercise  of  its  discretionary  power,  and 
the  application  must  therefore  be  denied." 

REFERENCES 

PUBLIC  SERVICE  REGULATION 

200- Public  Service  Regulation— Law  and  Practice. 

Annual  Report  of  the  Public  Policy  Committee.     Presented  before 

the  N.  E.  L.  A.  Convention,  San  Francisco,  California,  June  7-11,  1915. 

Pamphlet,  24  pages. 

The  report  aims  to  review  that  which  occurred  during  the  year  which  ''may  be 
of  interest  and  suggest  constructive  effort  for  the  coming  year."  The  financial 
situation,  the  status  of  Commission  reguhition,  municipal  ownership,  water  power 
legislation  and  court  decisions  are  discussed  in  the  report.  In  connection  with 
Commission  regulation,  a  discussion  is  given  of  rate  of  return,  the  requiring  of 
appraisals  in  rate  cases,  franchise  value  and  protection  from  competition.  Under 
mimicipal  ownership,  attention  is  called  to  the  defeat  of  the  bond  issue  proposi- 
tion for  municipal  electric  plants  in  Dayton,  Ohio,  and  Duluth,  Minn.,  and  for 
a  gas  plant  in  Grand  Rapids,  Mich.,  and  a  report  is  given  of  the  operation  of  the 
Cleveland  Municipal  Electric  Light  Plant. 

222— ^Accounts. 

Accounting  Systems  for  Municipal  Waterworks,  by  S.  C.  Clothier. 
Paper  Read  Before  the  Southwestern  Waterworks  Association.  June, 
1915. 

The  writer,  who  is  Commissioner  of  Public  Utilities,  Guthrie,  Oklahoma,  asserts 
it  is  most  important  that  those  in  charge  of  municipal  water  works  recognize  the 
importance  of  keeping  proper  accounts.  He  says  that  most  private  companies 
have  some  sort  of  accounting  system  which  enables  them  to  obtain  necessary 
information  relative  to  the  cost  of  operation,  maintenance,  assets  and  liabilities, 
profits  and  loss  and  such  other  information  as  may  be  rec|uired  by  the  controlling 
officers,  and,  while  their  methods  may  not  always  be  modern  and  up-to-date, 
they  are  of  much  higher  average  standard,  from  the  standpoint  of  useful  informa- 
tion as  to  financial  conditions,  etc.,  than  the  methods  employed  by  municipal 
works.  A  system  of  accounting  is  outlined  and  suggestions  are  given  as  to  the 
method  of  installing  a  system  in  plants  where  no  accounts  have  been  kept.  In 
conclusion,  he  says: 

"In  Oklahoma  the  State  Corporation  Commission  has  jM-escrilM'd  uniforin 
methods  of  accounting  for  private  corporations,  such  as  gas  companies,  electric 
companies,  railroads,  etc.,  and  I  see  no  reason  why  they  should  not  do  the 
same  thing  for  mvmicipal  utilities.  If  this  would  be  a  good  thing,  and  1  believe 
it  would,  it  is  a  job  for  the  water  works  men  to  convince  our  public  officials 
of  the  necessity  of  enacting  laws  authorizing  it  to  be  done." 
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252 — Commission  Annual  Reports. 

Massachusetts  Board  ov  Gas  and  Electric  Light  Commissioners, 

Thirtieth  Annual  Report,  for  the  Year  1914.  742  pages. 

The  report  of  the  Board  for  the  year  1914  has  been  issued,  containing  the  decisions 
rendered  during  the  year  and  statistics  and  information  comi)ilcd  as  in  former 
reports.  The  rates  for  gas  companies  are  given  on  pages  129  to  137,  and  rates  for 
electric  companies,  pages  14.3  to  168,  and  street  lighting  rates,  pages  169  to  186. 
Information  regarding  municipal  gas  and  electric  plants  is  included  (page  187), 
and  rates  for  these  plants  are  given  on  pages  250  to  257,  and  the  cost  of  street 
lighting  in  municipal  plants,  pages  260  to  262. 

253 — Commission  Reports  of  Decisions. 

Reports  and  Orders  of  the  New  Hampshire  Public  Service  Com- 
mission, For  the  Year  Ending  August  31,  1914.     Volume  IV,  730  pages. 

The  report  contains  the  formal  and  informal  cases  decided  by  the  Commission 
within  the  year.  An  index-digest  is  given  covering  all  decisions  of  the  Com- 
mission published  since  its  organization  in  1911,  contained  in  Volumes  I  to  IV, 
inclusive. 

GENERAL 

730— Terminology. 

Report    of    Committee    on    Terminology.     Presented    before    the 

N.  E.  L.  A.  Convention,  San  Francisco,  California,  June  7-11,  1915. 

Pamphlet,  21  pages. 

Definitions  are  given  in  the  report  pertaining  to  operating  factors,  circuits,  elec- 
trical instruments  and  machinery,  wires  and  cables,  and  lamps  and  lighting. 
The  desirability  of  having  all  associations  dealing  with  electrical  and  illumina- 
tion matters  agree  upon  uniform  terms  and  definitions  is  recognized,  and  the  term- 
inology has  been  made  to  conform  as  much  as  possible  to  the  definitions  contained 
in  the  reports  submitted  during  the  year  by  the  Standards  Committee  of  the 
American  Institute  of  Electrical  Engineers  and  the  Committee  on  Nomenclature 
and  Standards  of  the  Illuminating  Engineering  Society. 

786— Tests  and  Accuracy  of  Meters. 

Report  of  Committee  on  Meters.     Presented  before  the  N.  E.  L.  A. 

Convention,  San  Francisco,  California,  June  7-11,   1915.     Pamphlet, 

120  pages. 

The  report  contains  a  discussion  of  methods  of  testing  instrument  transformers, 
shunt  standardization  data,  ampere-hour  meter  tests,  meter  jewels  and  demand 
instruments.  A  large  part  of  the  report  is  concerned  with  recent  developments 
in  meters,  meter  equipment  and  meter  protective  devices. 

990— Employes. 

Public  Utility  Strikes.     Weber's  Weekly,  June  26,  1915. 

Taking  as  an  example  the  recent  strike  on  the  elevated  and  surface  railways  of 
Chicago,  it  is  pointed  out  that  public  utility  strikes  are  designedly  so  managed 
as  to  not  only  harrass  the  employer,  but  also  to  interfere  with  the  general  public. 
Instead  of  being  planned  so  that  the  minimum  of  discomfort  is  felt  by  the  public, 
the  inconvenience  of  the  public  is  planned  to  as  great  an  extent  as  possible,  so 
that  the  public  will  bring  pressure  to  bear  upon  the  company  to  discontinue  strike 
conditions.  The  writer  contends  that  adjustment  of  the  wage  disputes  in  the 
case  of  public  utility  companies  should  not  be  permitted  to  discommode  the  public. 
The  state  which,  through  its  agent,  the  city,  contracts  with  street  railway  or 
other  public  utilities  for  the  use  of  the  streets  and  public  highways,  should  regard 
these  public  utility  concerns  as  agents  of  its  own — as  a  part  of  the  state  govern- 
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mental  system.  The  natiomil,  state  and  mimicipal  governments,  in  order  to  preserve 
the  public  good,  do  not  permit  their  workers  to  form  into  unions.  It  is  accepted 
that  the  state,  whose  purpose  is  the  establishment  and  maintenance  of  justice, 
will  accord  justice  to  its  employes. 

"It  seems  to  be  obvious  and  indisputable  that,  so  far  as  the  public  utility 
concern  is  the  recipient  and  exerciser  of  state  functions,  occupying  public 
property  for  the  performance  of  a  service  for  the  general  public,  the  same 
rule  which  all  governments  apply  to  themselves  in  regard  to  determining  the 
rate  of  pay  and  rules  of  service  of  employes,  should  be  made  to  govern.     .     . 

"In  all  matters  where  proper  control  of  public  utility  service  has  been  estab- 
lished, the  rate  to  be  charged  to  those  served  is  presumed  to  have  been  care- 
fully considered  and  predicated  upon  the  necessary  operating  expenses  and 
investment  charges  of  the  company  rendering  the  service.  But  the  question 
whether  or  not  the  workers  are  being  adequately  or  inadequately  paid  has 
not  been  taken  into  account  at  all.  In  short,  it  appears  to  me  that  when  a 
rate,  or  regulation,  of  a  public  utility  concern  is  fixed  by  a  government — ■ 
national,  state  or  mimicipal — that  the  wage  and  other  conditions  upon  which 
such  rates  are  predicated  are  perforce  legislated  upon,  adjudicated  and  declared 
to  be  an  elemental  part  of  the  contract  and  part  of  the  regulation,  and,  also, 
made  to  be,  and  to  continue  without  charge,  during  the  period  of  the  regula- 
tion. But  the  enterprise,  so  far  as  profits  are  concerned,  being  private,  power 
would  remain  with  the  company  to  increase  wages  of  any  or  all  workers 
voluntarily  from  its  profits,  if  it  saw  fit;  but  the  company  could  not  arbitrarily 
reduce  the  rate  of  wages  fixed  in  its  price  and  service  regulation,  and  its  employes 
who  remained  at  work  under  the  new  price  and  regulation  system  would  be 
held  to  be  contracted  to  serve  at  the  rate  and  under  the  conditions  which  they 
were  then  serving  and  until  there  should  be  a  readjustment  of  rates  and  regu- 
lations." 

The  article  does  not  urge  that  public  utilities  be  given  unlimited  power,  such  as 
the  governments  have,  as  to  pay  and  working  conditions,  but  it  does  urge  that 
provision  be  made  for  the  changing  of  wages  only  through  application  to  some 
properly  authorized  tribimal.  It  is  pointed  out  that  such  jurisdiction  over  wages 
is  not  inconsistent  with  the  present  jurisdiction  accorded  the  courts,  and  that 
the  changes  necessary  to  establish  such  a  plan  would  be  few  and  simple. 

910 — Promotion  and  Growth  of  Business. 

Electric  Furnace  Power  Loads,  by  F.  T.  Snyder.     Presented  before 

the  N.  E.  L.  A.  Convention,  San  Francisco,  California,  June  7-11,  1915. 

Pamphlet,  14  pages. 

The  use  of  the  electric  furnace  has  been  developed  in  coimection  with  the  melting 
of  metals  and  for  high  temperature  chemical  work.  The  extent  of  the  business 
and  the  possibilities  of  future  development  are  discussed.  The  load  factor,  peak 
time,  voltage  and  frequency,  as  briefly  described,  show  the  desirability  of  securing 
this  class  of  business.  The  single  phase  furnace  is  shown  to  be  the  most  efficient 
and  economical,  and  power  companies  are  advised  to  arrange  for  the  supply  of 
single  phase  service  in  order  to  speedily  bring  al)out  the  growth  of  this  furnace 
load. 

920-  Economy  and  Efficiency. 

Power  Station  Economics,  by  E.  J.  Bjllings.  Read  before  the 
Ninth  Annual  Convention  of  the  Missouri  Public  Utilitv  Association, 
May  27-30,  1915. 

The  paper  contains  many  practical  suggestions  as^to  how  greater  economy  aiul 
efficiency  in  producing  electrical  energy  in  steam-electric  plants  may  be  secured. 
The  suggestions  deal  with  good  i)ractice  in  providing  for  proper  maintenance  and 
replacement  of  plant  machinery  and  also  with  estal>lishing  of  right  cpialities  in 
the  employes,  so  that  the  plant  and  employes  will  denote  a  "good  j)ower  plant 
policy." 
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COMMISSION  DECISIONS 
IDAHO 

600— Rate  Differentials. 

PocATELLo  Gas  and  Power  Company  v.  Southern  Idaho  Water 
Power  Comi-any,  Alleging  That  Respondent  Has  Discriminated  in 
Its  Charges  in  Competing  With  Petitioner.  Decision  of  the  Idaho 
Public  Utilities  Commission,  Dismissing  the  Complaint.  June 
19,  1915. 

The  Pocatello  Gas  and  Electric  Company  filed  a  complaint  with  the 
Commission  alleging  that  the  Southern  Idaho  Water  Power  Company, 
competing  with  complainant  for  business  in  Pocatello,  had  unjustly 
discriminated  in  certain  of  its  rates  and  practices.  During  the  time 
the  case  was  pending  before  the  Commission,  the  parties  adjusted  all 
of  the  difficulties  except  the  question  of  proper  charges  for  current 
used  for  water  heaters. 

129.1 — Discriraination. 

The  complainant  alleged  that  the  rates  offered  by  the  defendant  for 
water  heaters  are  less  than  cost,  discriminating  against  users  of  current 
for  other  purposes,  and  that  it  was  instituted  for  the  sole  purpose  of 
unfairly  competing  with  the  complainant  in  the  water  heating  business. 

614 — Heating  and  Cooking. 

The  rates  filed  by  defendant  for  water  heating  are  as  follows: 

Domestic  Heating  Rate: 

$2.00  per  month  for  the  first  kilowatt  capacity  connected,   and 
$1..50  per  month  for  each  additional  kilowatt  capacity  connected. 

Commercial  Heating  Rates: 

$3.00  per  month  for  the  first  kilowatt  capacity  connected,   and 
$2.00  per  month  for  each  additional  kilowatt  capacity  connected. 

These  rates  are  in  effect  in  all  touTis  served  by  the  defendant  and  are 
also  the  rates  charged  by  the  Great  Shoshone  and  Twin  Falls  Water 
Power  Company  in  all  towns  and  cities  in  southern  Idaho.  The 
Commission  states  that  if  the  rates  are  increased  in  the  city  of  Poca- 
tello, an  increase  in  water  heating  rates  must  be  ordered  in  all  the 
cities  served  by  these  companies. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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600— Rate  Differentials. 

"Is  the  rate  charged  by  the  defendant  company  for  water  heatmg 
purposes  unreasonable  when  compared  with  the  rate  charged  for 
other  uses?  This  is  a  big  problem  and  can  only  be  determined  from  a 
full  and  complete  valuation  of  the  company's  system  and  a  thorough 
investigation  into  the  cost  of  generating  and  delivering  the  several 
classes  of  power.  This  Commission  has  not  yet  undertaken  this  task 
and  is  not  now  in  a  position  to  do  so  by  reason  of  the  failure  of  the 
Legislature  to  make  an  appropriation  with  which  such  an  investi- 
gation might  be  carried  on,  although  we  have  now  under  consideration 
a  general  investigation  into  power  rates.  Evidence  was  introduced 
in  this  case  tending  to  show  that  the  average  cost  per  K.  W.  H., 
at  the  consumers'  meters  in  Pocatello,  of  electrical  energy  for  all 
purposes  was  about  one  cent,  and  that  the  rate  charged  these  water 
heater  users  if  the  heaters  were  used  on  high  for  the  twenty-four 
hours  of  the  day,  would  be  only  2|  mills  per  K.  W.  H.  so  used. 
That  this  class  of  service  is,  therefore,  furnished  for  about  one-fourth 
of  cost,  and,  therefore,  must  be  unreasonable.  The  premises  from 
which  that  conclusion  is  drawn  have  not  been  substantiated  by  proof. 
If  this  were  the  only  class  of  service  furnished  by  the  defendant 
company,  the  position  taken  might  be  true.  This  water  heating 
service  is  only  one  of  many  classes  of  service  and  uses  to  which 
electricity  is  now  put.  It  is  recognized  by  all  authorities  that  the  use 
of  electricity  for  illuminating  purposes  is,  at  the  present  time,  the 
highest  use  to  which  it  can  be  put.  This  use  involves  the  use  of  the 
plant  and  equipment,  generally  speaking,  from  three  to  four  hours  a 
clay,  usually  from  seven  to  eleven  in  the  evening.  This  use  takes 
precedence  over  all  other  uses  and  electrical  energy  must  be  furnished 
for  this  use  at  all  hazards.  The  result  is  that  in  fixing  rates,  the 
lighting  rate  must  necessarily  be  the  highest  rate  for  any  use.  The 
great  problem  with  hydro-electric  public  utilities  is  to  find  other  uses 
to  which  this  power  can  be  applied  for  the  other  twenty  hours  of  the 
day.  Consequently,  the  rates  for  electrical  energy  for  other  uses  must 
necessarily  revolve  around  and  be  interdependent  upon  the  lighting 
rate.  The  great  aim  of  a  public  utility  of  this  character  is  to  secure 
a  high  load  factor.  It  is  contended  by  plaintiff  that  the  use  for 
these  water  heaters  interferes  with  the  peak-load — that  is,  the  lighting 
load — and  consequently  the  above  reasoning  cannot  apply.  The 
answer  to  that  in  this  case  is  that  the  evidence  shows  that  the  com- 
pany has  an  abundance  of  surplus  power  even  when  the  peak  load 
is  on.  The  evidence  shows  that  this  Company  has  something  like 
2,300  lighting  customers  in  the  City  of  Pucatello  and  that  it  has 
secured,  after  a  lot  of  advertising  and  soliciting  only  about  50  water 
heater  customers.  So  even  at  this  low  rate  it  has  made  no  great 
progress  in  securing  this  class  of  business." 

450 — Value  of  Service  Theory. 

"The  reason  why  must  be  that  the  cost  of  installing  this  class  of 
service  and  the  rate  is  not  vet  sufRcientlv  low  to  induce  a  broader 
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use  of  the  same.  This  is  true,  that  if  this  chiss  of  service  were  cut 
out  altogether  (which  result  would  inevitably  follow  the  increasing 
of  the  rate  to  that  advocated  by  plaintiff),  the  operating  revenue 
of  the  Company  would  be  reduced  just  that  much  and  the  rate  for 
some  other  class  of  service  might  have  to  be  increased  to  make  up  that 
loss,  while  the  evidence  shows  that  the  additional  expense  for  taking 
care  of  this  class  of  service  is  very  small." 

629 — Competition. 

The  plaintiff  offered  evidence  to  show  that  the  lowest  price  at  which  it 
could  afford  to  furnish  gas  was  $1.20  per  1,000  cubic  feet,  and  at  that  price 
it  could  compete  with  the  defendant  for  the  water  heating  business  if 
defendant's  rate  on  electricity  were  increased  to  one  cent  per  kilowatt 
hour.  The  Commission  does  not  admit  that  from  the  evidence  intro- 
duced and  without  further  investigation  the  complainant's  rate  for  gas 
could  not  be  reduced  below  $1.20  per  1,000  cubic  feet,  but  says: 

"That  being  true  we  would  hardly  be  justified  in  compelling  defendant 
company  to  raise  its  rates  three  hundred  per  cent  for  electrical 
energy  for  this  class  of  service  so  as  to  enable  the  plaintiff  company 
to  compete  with  it  in  that  service." 

224.9— Rates  Voluntarily  Established. 

"A  rate  voluntarily  established  by  a  public  utility  must  be  regarded  as 
prima  facie  reasonable.  Home  Telephone  &  Telegraph  Co.  vs. 
Pacific  Telephone  and  Telegraph  Co.  (Cal.)  P.  U.  R.  1915A,  p.  687. 
That  being  true,  the  rate  voluntarily  established  by  defendant  com- 
pany for  this  class  of  service  must  be  presumed  to  be  reasonable  and 
the  evidence  introduced  in  this  case  is  not  sufficient  to  overcome  that 
presumption.     .     .     . 

''From  a  careful  consideration  of  all  the  evidence  and  facts  submitted 
this  Commission  finds  that  the  plaintiff'  has  failed  to  sustain  the 
allegations  of  its  complaint  and  that  the  same  should  be  dismissed." 

230 — Complaints. 

The  defendant  contended  that  the  question  at  issue  was  the  reasonable- 
ness of  the  company's  rates  for  this  class  of  service  and  that  the  case  was 
not  brought  before  the  Commission  as  provided  for  in  Section  56  of  the 
Public  Utilities  Act. 

The  Commission  says: 

"Under  this  section,  it  would  seem  that  defendant's  position  is  well 
taken.  The  complaint  was  not  made  by  this  Commission  on  its  own 
motion,  nor  was  it  signed  by  the  Mayor  of  Pocatello,  or  by  a  majority 
of  the  City  Council,  or  by  twenty-five  consumers  or  purchasers  of 
either  of  the  companies.  The  complaint  is  signed  solely  by  a  com- 
peting company,  which,  in  so  far  as  the  evidence  shows,  is  not  a 
patron  of  the  power  company.  As  heretofore  stated,  we  believe  that 
point  is  well  taken,  but  we  shall  not  discuss  the  matter  further, 
preferring  to  decide  the  case  upon  its  merits  rather  tiian  on  a  juris- 
dictional question." 


230  7         Rate     Research 


MISSOURI 

300— Investment  and  Return. 

Commercial  Club  of  Charleston  v.  Missouri  Public  Utilities 
Company,  Alleging  That  Respondent's  Rates  Are  Unreasonable  and 
Discriminatory.  Decision  of  the  Missouri  Public  Service  Com- 
mission, Fixing  Rates.     April  24,  1915. 

An  investigation  was  made  to  determine  the  value  of  the  electric  prop- 
erty of  the  defendant  company.  A  summary  of  the  inventories  of  the 
property  made  by  the  Company's  engineers  and  by  the  engineers  of  the 
Commission  is  given  in  the  report. 

311.2 — Reproduction  Cost  New. 

The  Company  urged  that  the  reproduction  cost  new  of  the  property 
should  be  used  as  evidence  to  determine  the  present  value,  disregarding 
accrued  depreciation.     The  Commission  says: 

''We  have  had  occasion  in  several  valuation  cases  to  consider  the  cost 
of  reproduction  new  less  depreciation,  presented  not  only  by  engineers 
of  the  Commission  but  by  engineers  representing  utilities,  and  we 
believe  that  as  we  are  to  determine  the  present  value,  we  must  con- 
sider the  present  condition  of  property  in  connection  with  estimates 
of  the  cost  of  reproduction,  and  this  appears  to  be  the  somewhat 
general  opinion  of  engineers.  As  to  defendant's  contention  that 
depreciation  is  theoretical,  determining  the  present  condition 
percentage  and  applying  the  items  entering  into  estimates  of  the  cost 
of  reproduction,  could  hardly  be  any  more  theoretical  than  the 
hypothetical  assumption  that  the  present  plant  is  not  in  existence  and 
that  estimates  are  made  as  to  what  it  would  cost  at  the  present  time 
to  reproduce  the  existing  plant  itsm  by  item.  That  the  cost  of 
reproduction  is  not  a  fair  measure  of  value,  unless  a  substantial 
allowance  is  made  for  the  actual  depreciation,  which  makes  an  old 
plant  of  less  value  than  a  new  one,  is  clearly  stated  in  the  case  of 
Knoxville  v.  Knoxville  Water  Co.,  212  U.  S.  1,  where  the  court 
said  (1.  c.  13) : 

"  'We  are  also  of  opinion  that  the  master  and  the  court  erroneously 
excluded  evidence  which  had  an  important  bearing  upon  the  true 
earning  capacity  of  the  company  under  the  ordinance.  A  clear 
appreciation  of  this  error  can  be  best  obtained  by  a  comprehensive 
review  of  the  hearing.  The  company's  original  case  was  based  upon 
an  elaborate  analysis  of  the  cost  of  construction.  To  arrive  at  the 
present  value  of  the  plant  large  deductions  were  made  on  account 
of  the  depreciation.  This  depreciation  was  divided  into  complete 
depreciation  and  incomplete  depreciation.  The  complete  depreci- 
ation represented  that  part  of  the  original  plant  which  through 
destruction  or  obsolescence  had  actually  perished  as  useful  property. 
The  incomplete  depreciation  repres(^nted  the  imjiairnKnit  in  value  of 
the  parts  of  the  plant  which  remained  in  existence  and  were  con- 
tinued in  use.     It  was  urgently  contended  that  in  fixing  upon  the 
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value  of  the  plant  upon  which  the  compan}-  was  entitled  to  earn  a 
reasonable  return  the  amounts  of  complete  and  incomplete  depreci- 
ation should  he  added  to  the  present  value  of  the  surviving  parts. 
The  court  refused  to  appro\-e  this  method  and  we  tliink  properly 
refused.  A  water  plant,  with  all  its  additions,  begins  to  depreciate 
in  value  from  the  moment  of  its  use.' 

"Probably  to  a  greater  extent,  on  account  of  the  elements  involved, 
must  an  electric  plant  depreciate  in  value  with  age  and  use,  though  it 
may  be  said  that  by  means  of  replacements  from  a  depreciation 
reser^•e,  it  ma}'  be  possible  to  maintain  the  integrity  of  the  invest- 
ment, and,  of  course,  the  investment  of  new  capital  in  the  way  of 
additions  and  betterments  increases  the  value  by  corresponding 
amounts  as  such  additions  and  betterments  are  made.  However, 
such  replacements,  additions  and  betterments  made  prior  to  an 
inventory  are  naturally  included  in  the  complete  inventory  and 
estimate  of  the  cost  of  reproduction."  .  .  . 
314 — Overhead  Charges. 

"The  Commission's  engineers  in  their  unit  prices  allowed  ten  per  cent 
general  contractor's  profit,  and  besides,  on  estimate  of  land  values, 
allowed  nine  per  cent,  made  up  of  interest  during  construction  six 
per  cent,  taxes  one-half  per  cent,  legal  and  organization  expenses  two 
and  one-half  per  cent  and  on  electrical  transmission  and  distribution 
system,  buildings  and  miscellaneous  structures  and  power  plant 
equipment,  making  up  the  bulk  of  the  estimates,  allowed  fifteen  per 
cent,  made  up  of  engineering  five  per  cent,  interest  during  construc- 
tion three  per  cent,  omissions  and  contingencies  three  per  cent, 
insurance  one  and  one-half  per  cent,  legal  and  organization  expenses 
two  and  one-half  per  cent.  No  additional  amounts  for  cost  of  money, 
financing,  etc.,  beyond  int/Crest  during  construction,  were  included  b>' 
the  engineers  of  the  Commission.  The  allowance  of  the  Com- 
mission's engineers  are,  we  think,  ample  for  overhead  charges,  partic- 
ularly in  view  of  the  general  contractor's  allowance  of  ten  per  cent 
in  the  unit  prices." 
31&— Working  Capital. 

The  Commission  allowed  SI, 000  cash  working  capital  in  addition  to 
supplies  already  included  as  current  assets  which  is  approximately  one- 
twelfth  of  the  yearly  operating  expenses. 
315 — Intangibles. 

The  Commission  found  that  there  was  no  evidence  ui)on  which  to  justify 
large  claims  for  intangible  values  made  by  the  defendant.  No  definite 
fincling  for  intangible  value  was  made  by  the  Commission,  but  the 
statement  is  made  that  the  Commission  will  take  into  consideration 
that  the  plant  is  in  successful  operation.  (See  McGregor — Noe  v. 
Springfield  Gas  and  Electric  Co.,  1  Mo.  P.  S.  C.  R.  468  [5  Rate 
Research  211,  213].) 
360 — Depreciation. 

The  Conmiission  made  an  examination  of  the  revenues  and  expenses  of 
the  company,  and  finds  that  setting  aside  three  per  cent  for  surplus  and 
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contingencies  and  depreciation,  there  would  be  available  a  return  of 
7.4  per  cent  on  the  value,  held  to  be  the  fair  present  value. 

340— Rate  of  Return. 

"The  evidence  in  this  case  discloses  that  money  in  this  section  of  the 
State  commands  eight  per  cent  interest.  In  deciding  upon  a  rate  of 
return,  it  is  well  to  keep  in  mind  that  a  fair  and  perhaps  liberal 
return  on  investment  is  in  the  long  run  essential  to  the  reasonable 
development  of  public  utilities  in  this  State.  On  the  other  hand, 
such  items  as  'taxes,'  'insurance',  etc.,  as  well  as  details  of  manage- 
ment, are  included  in  the  operating  expenses  of  such  utility.  We 
think  in  this  case  that  the  rate  of  return  should  be  at  least  seven 
and  one-half  per  cent,  which  is  the  rate  of  return  we  have  determined 
in  several  cases." 

510 — Forms  of  Rates. 

The  decision  discusses  the  company's  rate  schedules,  rates  previously 
in  effect  and  those  in  effect  at  the  time  complaint  was  received,  and  also 
the  schedule  suggested  by  the  company  during  the  progress  of  the  case; 
and  compares  the  relative  merits  of  the  schedules. 

540— Minimum  Charge. 

"In  several  cases  we  have  found  that  a  so-called  minimum  charge  or 
minimum  monthly  bill  is  reasonable  when  used  in  connection  with 
reasonable  and  equitably  adjusted  schedules  of  meter  rates,  and  that 
the  reasonable  amount  of  such  minimum  monthly  bill  should  be 
based  on  the  average  cost  of  service  to  consumers  who  in  any  month 
use  no  electricity,  added  to  which  should  be  the  average  use  of 
electricity  by  minimum  consumers  at  the  current  rates,  omitting, 
however,  the  element  of  demand,  as  that  is  taken  care  of  when  block 
rates  or  hours-use  rates  are  determined.     .     .     . 

"We  find  from  the  evidence  that  the  average  cost  of  meter  installed 
is  approximately  $8.50,  and  the  average  cost  of  service  connection  is 
approximately  .'$5.50,  making  a  total  cost  of  meter  and  service  of  $1-4, 
from  which  and  other  data  obtained  from  the  evidence,  we  make  the 
following  calculation  to  determine  the  proper  minimum  charge. 

Per 
Annum 
Interest  and  depreciation,  11  per  cent  on  cost  of  meter  and  service,  $14.00.  $1 .  54 

Average  cost  of  reading  meter 55 

Average  cost  meter  maintenance  and  testing 50 

Postage 48 

Bills  and  envelopes 10 

Bookkeeper  and  stenographer's  time,  per  meter 87 

Average  cost  of  meter  loss 22 

"$4726 


Or  a  cost  of  readiness  to  serve,  \)vv  month 35 

4  kilowatt  hours  at  12  cents 48 

Average  minimum  charge 83 


II 


From  a  consideration  of  the  evidence  we  find  that  a  reasonable 
minimum  charge  for  electricity  service  by  defendant  in  Charleston  is 
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seventy-five  cents  per  month  for  residence  lighting  consumers,  and  one 
dollar  per  month  for  commercial  lighting  consumers;  that  is,  for 
lighting  consumers  other  than  residence  lighting  consumers.  One 
dollar  per  month  per  kilowatt  connected,  as  was  suggested  by 
defendant,  appears  to  be  a  reasonable  minimum  charge  for  power 
service." 

531 — Prompt  Payment  Discount. 

''We  see  no  objection  to  defendant's  suggestion  as  to  a  cash  discount 
of  one  per  cent,  but  think  it  would  be  preferable  to  have  a  greater 
amount,  not,  however,  exceeding  ten  per  cent  for  prompt  payment; 
but,  we  believe  a  discount  characterized  by  defendant  as  'size  of  bill 
discount,'  is  in  the  nature  of  discount  for  quantity  and  may  con- 
stitute unjust  discrimination  under  section  68,  subsection  2,  of  the 
Public  Service  Commission  Law,  as  it  may  result  in  different  charges 
for  doing  like  and  contemporaneous  service  under  the  same  or  sub- 
stantially similar  circumstances  or  conditions. 

"  'Under  such  a  discount  scheme  it  is  always  possible  for  one  con- 
sumer to  receive  service  at  a  lower  rate  per  unit  than  another  con- 
sumer of  the  same  class,  and  with  the  same  connected  load.'  (5  Wis. 
R.  C.  R.  162.)     .     .     . 

"It  would  therefore  appear  at  least  preferable  for  defendant  to  adopt  a 
discount  for  prompt  payment  in  lieu  of  'cash  discount'  and  'size  of 
bill  discount/  though  this  is  a  minor  question  and  has  not  been  fully 
presented  as  an  issue  in  this  case." 

720— Rate  Schedules. 

The  Commission  finds  that  while  the  company's  rates  did  not  afford  an 
unreasonable  return  they  do  not  appear  to  be  "quite  equitably  adjusted, 
but  are  in  some  respects  discriminatory."  The  following  schedule  is 
established  by  the  Commission  as  the  maximum  rates: 

RESIDENCE  LIGHTING. 
Rate. 

12  cents  per  kilowatt-hour  for  the  first  20  kilowatt-hours  used  per  month. 
10  cents  per  kilowatt-hour  for  the  next  20  kilowatt-hours  used  per  month. 
4  cents  per  kilowatt-hour  for  all  electricity  in  excess  of  40  kilowatt-hours  used 
per  month. 

Minimum  Charge. 

75  cents  per  month  per  meter. 

LIGHTING  OTHER  THAN  RESIDENCE. 
Rate. 

12  cents  per  kilowatt-hour  for  the  first  30  hours  use  per  month  of  the  con- 
nected load. 

10  cents  per  kilowatt-hour  for  the  next  30  hours  use  of  the  connected  load. 

4  cents  per  kilowatt-hour  for  all  electricity  in  excess  of  60  hours  use  per  month 
of  the  connected  load. 

Minimum  Charge. 

$1.00  per  month  per  meter. 
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ALL  OTHER  RATES. 

"All  other  rates  shall  not  exceed  the  maximum  rates  prescribed  herein  for 
lighting;  provided,  however,  the  minimum  bill  for  power  service  may  be  one 
dollar  per  kilowatt  of  connected  load." 

COURT  DECISIONS 
NEW  YORK 

221.1 — Issue  of  Stocks  and  Bonds. 

People  ex  rel.  Dry  Dock,  East  Broadway  and  Battery  Railroad 
et  al.  V.  New  York  Public  Service  Commission  for  the  First  Dis- 
trict, et  al.  Decision  of  the  New  York  Supreme  Court,  Appellate 
Division,  First  Department.     May  7,  1915.     153  N.  Y.  Supp.  344. 

The  court  in  this  proceeding  reviewed  the  order  of  the  Commission, 
issued  March  3,  1914,  which  denied  the  application  of  the  railroad 
company  for  authority  to  issue  refunding  bonds.  (5  Rate  Research  392) . 
The  court  affirms  the  order  of  the  Commission  and  denies  the  applicant 
a  writ  of  certiorari. 

The  majority  opinion  of  the  Commission,  prepared  by  Commissioner 
Maltbie,  refused  to  approve  the  issue  for  the  reason  that  the  company 
failed  to  furnish  proof  that  the  new  or  old  delfts  represented  property 
of  equal  value  or  cost,  or  that  the  obligations  to  be  refunded  were  for 
capital  purposes.  The  company  contended  in  the  proceedings  before 
the  Commission  and  before  the  court  that,  where  a  public  service 
corporation  has  valid  outstanding  obligations  issued  before  the  Public 
Service  Commissions  Law  took  effect,  it  is  entitled  as  a  matter  of  course 
to  obtain  the  consent  of  the  Commission  to  issue  new  securities  to  refund 
them. 

The  opinion  of  the  court,  written  by  Judge  J.  Dowling,  discusses  the 
New  York  Commissions  Law  relative  to  issue  of  securities,  the  majority 
opinion  of  the  Commission  and  dissenting  opinion  by  Commissioner 
AVilliams,  and  court  cases  bearing  on  the  matter  at  issue. 

The  conclusion  of  the  court  is  as  follows: 

"While  therefore,  as  an  original  proposition,  I  might  be  inclined  to 
hold  that  the  commission  had  no  power  to  do  more  than  determine 
whether  the  original  securities  were  validly  issued,  and  that  the 
aggregate  of  the  refunding  issues  did  not  exceed  them  in  amount,  it  is 
very  clear  from  this  last  pronouncement  in  the  Binghamton  case 
(People  ex  rel.  Binghamton  Light,  Heat  &  Power  Co.  v.  Stevens, 
203  N.  Y.  7,  96  N.  E.  114),  which  extends,  amplifies,  and  makes  more 
definite  the  decision  in  the  Delaware  &  Hudson  Case  (People  ex  rel. 
Delaware  &  Hudson  Company  v.  Stevens  et  al.,  197  N.  Y.  1,  90 
N.  E.  60),  that  the  commissioners  are  charged  with  a  fuller  and 
further  duty.  It  is  there  laiti  down,  as  settled  policy  of  the  state,  and 
as  the  interpretation  to  be  given  to  both  the  driginal  and  amended 
statutes,  that  the  commissioners  in  their  duty  of  protecting  the 
public,  can  and  must  determine,  before  they  give  their  consent  to  the 
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issue  of  refunding  securities,  that  the  purposes  for  which  the  original 
securities  were  to  be  issued  were  strictly  capital  purposes,  and  not 
expense  or  operating  purposes,  and  this,  it  will  be  seen,  has  been 
carried  so  far  that  the  court  has  required  the  company  to  provide 
otherwise  than  by  bonds  for  the  expenses  attending  the  ordinary 
renewal  of  its  plant.  The  language  used  in  the  Binghamton  Case 
is  so  broad  that  it  applies  to  every  application  for  refunding,  no 
matter  when  the  original  securities  were  issued.  The  fact  that  the 
effect  of  such  a  refusal  to  a  refunding  plan  in  a  single  case  may  be 
disastrous  as  it  is  very  apt  to  prove  in  the  present  one,  is  not  the 
controlling  consideration,  but  rather  that,  under  the  settled  policy 
of  the  law  as  now  determined  by  the  Legislature,  and  interpreted  by 
the  courts,  the  approval  of  the  commission  to  the  issue  of  new 
securities,  whether  it  be  for  refunding  or  other  purposes,  is  notice 
to  the  public  that  the  securities  so  authorized  by  it  represent  at  least 
investments  made  by  the  company  for  capital  account  and  not 
disbursements  for  mere  temporary  purposes. 

"While  therefore,  the  commission  was  wrong  in  applying  the  test  of 
the  actual  value  of  the  company's  property  and  its  earning  capacity 
as  a  criterion  for  its  approval  of  the  issue  of  these  new  securities, 
it  was  right  in  refusing  to  approve  their  issue  until  the  relator  had 
proven  that  the  securities  sought  to  be  refunded  represented  actual 
irivestments  for  the  company's  capital  account.  Nor  was  the  deter- 
mination of  the  federal  courts  that  certain  of  these  amounts  represented 
investments  for  capital  account  by  the  company  binding  upon  the 
commissioners.  They  were  not  parties  to  the  actions  in  the  federal 
courts,  and  the  discretion  with  which  they  are  vested  under  the 
statute  is  not  necessarily  to  be  controlled  by  their  outcome.  They 
are  to  be  satisfied  of  the  fact  that  the  old  obligations  represent 
investments  in  capital  account  of  the  petitioner  by  proof  produced 
before  them,  and  of  the  quality  and  value  of  that  proof  they  are  the 
judges.  Nor  does  the  fact  that  these  obligations  were  incurred,  in 
large  part,  before  the  Public  Service  Commission  law  went  into 
effect,  determine  the  question,  for  the  essential  feature  of  the  situ- 
ation is  the  approval  of  the  Public  Service  Commission  now  sought 
to  be  obtained  for  the  refunding  bonds,  and  the  representation 
thereby  made  to  the  public  as  an  accompaniment  of  such  approval 
that  they  represent  actual  investments  in  the  company's  capital 
account. 

"Therefore  it  seems  to  be  quite  immaterial  how  long  ago  the  original 
securities  were  issued  where  the  approval  of  the  commission  is  sought 
to  a  refunding  issue  and  proof  of  such  investments  must  still  be 
given  as  a  basis  for  the  action  of  the  commission.  AVhile  the  net 
result  of  this  may  be  to  interfere  with  and  perhaps  destroy  the  plan 
by  which  it  has  been  sought  to  save  this  corporation  from  reorgan- 
ization, that  consideration  cannot  stand  in  the  way  of  the  settled 
policy  of  the  law.  The  relators  have  consistently  taken  the  position 
that  they  were  not  required  to  make  any  proof  of  the  disposition  made 
of  the  funds  realizecl  from  the  original  obligations,  and  therefore 
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declined  to  make  any  effort  to  show  that  they  represented  capital 
investments.  There  is  no  presumption  that  any  of  the  obligations 
represent  such  investments.  In  the  absence  of  such  proof  or  pre- 
sumption, the  commissioners  were  justified  in  denying  the  appli- 
cation.    .     .     . 

"I  therefore  reach  the  conclusion  that  in  a  refunding  case  the  inquiry 
of  the  commission  is  properly  directed  to  the  following  considerations, 
the  evidence  requisite  to  reach  a  determination  whereupon  should  be 
furnished  by  the  petitioner:  (1)  Whether  the  proposed  issue  is 
reasonably  required  for  the  refunding  purpose.  (2)  Whether  the 
expenditure  to  be  refunded  is  a  capital,  as  distinct  from  an  operating 
or  income,  charge.  (3)  If  the  expenditure  to  be  refunded  is  an  oper- 
ating or  income  charge,  whether  such  refunding  should  nevertheless 
be  permitted  under  the  exception  clause  of  the  statute,  which  reads, 
'Except  as  otherwise  permitted  in  the  order  in  the  case  of  bonds.'  " 

WISCONSIN 

831— Purchase  by  Municipality. 

OsHKOSH  Waterworks  Co.  v.  Railroad  Commission  of  Wisconsin. 
Decision  of  the  Supreme  Court  of  Wisconsin.  June  1,  1915.  152 
Northwestern  859. 

The  Commission,  in  a  decision  issued  September  27,  1913,  fixed  the 
amount  to  be  paid  by  the  city  of  Oshkosh  for  the  purchase  of  the  water- 
works property.  (4  Rate  Research  119.)  The  Company  brought 
action  in  the  courts  alleging  that  the  compensation  is  inadequate  and 
the  terms  and  conditions  are  unreasonable  as  fixed  by  the  Commission. 
The  Circuit  Court  of  Dane  County  rendered  an  opinion,  October  26, 
1914,  upholding  the  findings  of  the  Commission  (6  Rate  Research  150). 
The  decision  of  the  Supreme  Court  affirms  the  judgment  of  the  lower 
court. 

In  the  opinion  written  by  Judge  J.  Vinje,  the  court  says: 

"Upon  appeal  from  an  order  of  the  Commission  the  burden  rests  upon 
him  to  establish  'to  the  full  satisfaction  of  the  court'  that  the  com- 
pensation fixed  is  unlawful.  If  he  cannot  so  satisfy  the  court,  the 
compensation  fixed  by  the  Commission  stands."     .     .     . 

310— Valuation. 

"In  the  proper  valuation  of  a  public  utility  for  condemnation  or  sale 
purposes  certain  main  elements  usually  present  in  every  case  may 
legitimately  be  considered.  These  are  the  present  value  of  its 
physical  property,  the  present  and  prospective  reasonable  earnings  of 
its  business,  the  going  value  thereof,  and  the  amount  of  money 
presently  needed  to  put  the  plant  in  good  condition.  There  may  be 
other  elements  but  these  are  generally  the  essential  ones.  In  de- 
termining the  value  of  the  physical  property,  du(^  regard  should  be 
had  to  the  original  cost  thereof,  the  re[)roduction  cost,  the  amount 
of  depreciation,  and  the  amount  of  obsolescence. 
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315.1— Going  Value. 

"The  going  value  of  a  utility  is  that  part  of  its  value  due  to  its  having 
an  existing  established  business.  In  fixing  its  amount  the  actual  cost 
of  establishing  the  utility  in  question  as  modified  by  what,  under  all 
the  circumstances,  ought  to  have  been  its  reasonable  cost,  as  well  as 
the  reasonable  cost  of  establishing  like  enterprises  under  similar 
conditions,  may  be  considered.  The  element  of  going  value  is  usually 
one  whose  quantum  is  not  easily  subject  to  mathematical  demon- 
stration. That  in  a  measure  is  true  of  all  the  other  elements  of  value. 
And  it  is  eciually  true  that  the  elements  of  value  spoken  of,  or  others, 
if  there  be  any,  may  not  in  their  aggregate  represent  the  just  value 
of  the  utility.  Such  value  may  be  more  or  less  than  the  aggregate  of 
the  sum  of  the  elements  found.  And  it  may  be  that  some  elements 
that  enter  into  the  main  elements  of  value  above  stated  should  be 
entirely  eliminated  in  fixing  the  just  value  of  the  utility  as  an  entity. 
Its  value  must  be  fixed  as  such.  C.  &  N.  W.  Ry.  Co.  v.  State,  128 
Wis.  553,  10»  N.  W.  557;  Appleton  Waterworks  v.  Railroad  Com- 
mission, 154  Wis.  121, 142  N.  W.  476,  47  L.  R.  A.  (N.  S.)  770." 

310— Valuation. 

"It  is  because  the  valuation  of  a  utility  cannot  be  reduced  to  abso- 
lutely fixed  rules  or  to  the  mere  appraisal  of  parts  whose  sum  equals 
its  value,  that  the  subject  is  one  upon  which  honest  and  competent 
men  differ.  In  the  last  analysis  it  is  the  exercise  of  a  sound  and 
competent  business  judgment  upon  many  elements  of  uncertain 
and  debatable  value  considered  as  a  business  entity  Hence  grave 
errors  in  arriving  at  and  seriously  affecting  the  final  result  must  be 
shown  before  a  valuation  of  the  commission  can  be  set  aside." 

831 — Purchase  by  Municipality. 

In  this  proceeding  the  question  was  raised  as  to  whether  or  not  the 
rights  of  the  bondholders  are  infringed  upon  by  the  purchase  of  the 
property  by  the  city  under  the  indeterminate  permit  provision  of  the 
law. 

"It  is  claimed  that  proper  service  upon  the  bondholders  was  not  had, 
and  hence  the  commission  and  the  court  had  no  jurisdiction  of  them. 
We  shall  not  inquire  into  or  determine  whether  or  not  the  bondholders 
were  properly  served  by  the  statutory  publication,  since  they  are  not 
necessary  parties  to  this  proceeding.  It  appears  that  the  plaintiff 
has  the  right  to  call  in  the  bonds  at  any  time  by  paying  a  premium 
of  7h  per  cent.  It  further  appears  that  the  compensation  fixed  by  the 
commission  is  more  than  sufficient  to  pay  the  full  amount  of  the 
bonds,  including  the  premium,  and  that  the  commission  required 
plaintiff  to  call  in  and  cancel  the  bonds  and  turn  over  the  utility  free 
from  all  liens.  This  the  plaintiff  has  a  right  to  do,  and  this  the  com- 
mission can  require  to  be  done,  and,  if  this  is  done,  no  right  of  any 
bondholder  is  in  any  way  adversely  affected.  Each  bondholder 
agreed  that  plaintiff  might  declare  the  bonds  due  at  any  time  and 
have  them  canceled  upon  paying  their  face  and  premium.     Since  the 
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order  of  the  commission  operates  only  upon  plaintiff,  and  requires  it 
to  do  no  more  than  it  has  a  perfect  contract  right  with  its  bond- 
holders to  do,  they  are  in  no  wise  concerned  in  the  proceeding. 
Their  rights  are  fully  protected  by  the  order  made,  and  no  rights  of 
plaintiff  are  invaded  by  it. 

"The  statute  does  not  contemplate  that  a  mere  equity  of  redemption 
shall  be  valued  by  the  commission  and  purchased  by  the  city.  It  is 
the  property  of  the  utility  that  is  bought.  Green  Bay  &  M.  C.  Co.  v. 
Kaukauna  G.  E.  L.  &  P.  Co.,  157  Wis.  412,  147  N.  W.  701.  And 
where  the  compensation  awarded  is  sufficient  to  pay  up  all  existing 
liens,  and  they  are  ripe  for  payment,  they  must  be  paid  by  the  utility, 
and  the  property  turned  over  to  the  city  freed  from  any  and  all 
outstanding  claims. 

"What  has  already  been  said  disposes  of  the  claim  that  the  commission 
should  have  provided  that  plaintiff  receive  its  money  without  calling 
in  its  bonds." 

112.1 — Indeterminate  Permits. 

"When  it  accepted  an  indeterminate  permit  it  agreed  to  sell  to  the 
city  at  any  time  the  latter  might  elect,  and  it  must  then  have  con- 
templated that,  if  the  city  did  so  elect  before  the  bonds  matured,  it 
would  have  to  call  them  in.  The  city  is  under  no  duty  to  assume 
plaintiff's  contract  obligations.  Green  Bay  &  M.  C.  Co.  v.  Kaukauna 
G.  E.  L.  &  P.  Co.  157  Wis.  412,  147  N.  W.  701.  It  is  bound  to  pay 
only  the  just  value  of  the  utility.  The  fact  that  plaintiff  has  entered 
into  a  contract  whereby  it  will  cost  it  something  to  deliver  the  utility 
to  the  city  cannot  affect  the  reasonable  value  of  the  utility.  The  city 
is  not  concerned  with  the  terms  of  settlement  between  the  utility 
and  its  creditors  so  long  as  it  receives  the  property  free  from  liens. 
To  require  the  city  to  pay  the  premium  would  be  to  require  it  to  pay 
the  bonus  plaintiff  agreed  to  pay  for  the  use  of  money.  Municipal- 
ities have  nothing  to  do  with  past  obligations  incurred  by  the  utility, 
except  in  so  far  as  they  may  be  a  lien  upon  the  property  bought.  If 
they  are,  the  utility  must  satisfy  them  out  of  the  purchase  price  if 
that  is  sufficient  to  do  so.  That  is  all  the  commission  required 
in  this  case." 

REFERENCES 
RATES 

500 — Rate  Practice. 

Some  Commercial  Considerations  in  Central  Station  Rate  Making, 
by  L.  R.  Nash.  An  Address  to  Students  of  the  Course  in  Public 
Utilities,  Harvard  Graduate  School  of  Business  Administration; 
Delivered  May  15,  1915.  13^  pages.  Stone  and  Webster,  June,  1915. 
p.  417. 

The  discussion  of  rates  covers  metering  problems,  selection  of  type  of  rate,  alter- 
native or  optional  rates,  the  maximum  rate  and  apportioning  the  schedule  steps, 
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rate  reductions,  discounts,  minimum  t>ills,  lamp  renewals  and  contract  forms. 
The  following  conclusions  reached  in  practical  exj^erience  are  emphasized:  first, 
that  individual  trading  and  special  and  discriminatory  rates  are  imwise,  irre- 
spective of  commission  or  legal  reciuirements;  second,  that  the  most  scientifically 
correct  schedules  fail  to  secure  a  large  volume  of  available  non-competitive 
business;  third,  that  the  most  popular  forms  of  rates  are  those  which  theoretically 
have  little  to  recommend  them.  That  system  of  rates,  whatever  it  may  be,  is 
best,  which  for  a  given  net  profit  will  yield  a  maximum  total  development  of 
business.  In  practice,  the  cost  of  service  theory,  while  properly  applicable  to 
the  business  as  a  whole,  will  not  yield  .satisfactorj^  total  returns  if  applied  con- 
sistently to  all  its  various  classes.  This  has  also  been  the  general  experience  in 
most  other  lines  of  business.  Freight  rates,  in  which  value  of  service  and  develop- 
ment of  business  are  recognized  controlling  factors,  are  an  officially  approved, 
typical  example. 

One  ver}'  noticeable  result  of  rate  experience  is  the  marked  reduction  in  both 
maximum  and  average  figures  which  has  taken  place  during  the  last  few  years. 
The  same  years  have  also  shown  an  imprecedented  increase  in  volume  of  business 
and  earnings  therefrom.  How  far  the  program  of  reduction  can  be  further  carried 
with  continued  increases  in  income  is  yet  to  be  determined.  Data  bearing  upon 
this  point  are  so  far  very  meager. 

GENERAL 

900— General. 

Electricity  in  the  Constructiox  and  OperatiOxN  of  the  Panama 
Canal,  by  Edward  Schildharer.  General  Electric  Review,  Supplement. 
July,  1915.     780  pages. 

The  supplement  dealing  exclusively  with  "Electricity  in  the  Construction  and 
Operation  of  the  Panama  Canal"  was  prepared  in  order  to  complete  and  coordinate 
in  one  publication  information  from  articles  published  in  periodicals  and  from 
various  sources,  affording  a  comprehensive  description  of  tlie  electrical  features 
of  the  work  on  the  Panama  Canal. 

910^ — Promotion  and  Growth  of  Business. 

The  Small  Consumer — A  Problem,  by  A.  D.  Dudley.  Read  before 
the  N.  E.  L.  A.  and  Empire  State  Gas  and  Electric  Association,  May, 
1915.     General  Electric  Review,  July,  1915,  p.  657. 

It  is  stated  that  any  company  that  has  not  analyzed  or  classified  its  ledgers, 
should  do  so  as  the  first  step  in  handling  the  small  consumer  problem  and  under- 
standing the  importance  of  securing  a  better  return  from  this  class  of  consumers. 
After  such  an  analysis  the  company  may  find  that  the  number  of  small  consumers 
making  up  the  company's  unprofitable  class  may  be  reduced.  It  may  be  found 
that  the  consumption  of  at  least  a  part  of  this  class  may  be  increased  by  the 
prompt  repair  and  proper  maintenance  of  eciuipment  on  consumer's  premises  or  by 
demonstration  of  new  uses,  or  perhaps  by  more  courteous  treatment. 

COURT   DECISION   REFERENCES 

144— Merger. 

Grafton  County  Electric  Light  and  Power  Co.  et  al.  v.  State. 
Decision  of  the  Supreme  Court  of  New  Hampshire.  Mav  4,  1915. 
94  Atlantic  193. 

The  decision  of  the  Supreme  Court  of  Xew  Hampshire,  April  R,  1915  (7  R\te 
Research  192),  directed  the  Commission  to  determine  whether  the  consolidation 
which  the  applicant  desires  to  bring  about  through  purchase  of  the  properties  of 
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the  Mascoma  Electric  Light  and  Gas  Company  and  the  Lebanon  Electric  Light 
and  Power  Company,  will  be  for  the  public  good  if  it  is  made  at  a  proper  capitaliza- 
tion. The  Commission  in  its  order  then  under  review  had  dismissed  the  applica- 
tion solely  on  accoimt  of  the  excessive  price  at  which  it  was  proposed  to  transfer 
and  capitalize  the  properties.  Taking  up  the  case  again,  as  instructed  by  the 
court,  the  Commission  finds  that  the  proposed  consolidation  would  be  contrary 
to  public  good.  From  this  finding  an  appeal  was  again  taken  to  the  court.  The 
court  says: 

"It  is  not  for  the  public  good  that  public  utilities  be  unreasonably  restrained 
of  liberty  of  action,  or  um-easonably  denied  the  rights  as  corporations  which 
are  given  to  corporations  not  engaged  in  the  public  stervice. 

"The  public  utilities  statute  includes  individuals  as  well  as  corporations  in  the 
category  of  those  subject  to  supervision  and  regulation.  Id.,  Section  1.  This 
act  is  primarily  one  to  regulate  public  utilities  rather  than  corporations.  The 
regulation  of  corporate  activities  is  undertaken  solely  from  a  public  service 
standpoint,  and  the  powers  conferred  are  to  be  administered  accordmgly. 
There  is  nothing  in  the  statutes  relating  to  public  service  corporations  which 
in  any  way  tends  to  contradict  or  limit  this  theory.  Ample  provision  is  made 
for  supervision,  to  the  end  that  unreasonable  conduct  may  be  restrained,  but 
there  is  no  suggestion  that  the  affairs  of  public  service  corporations  are  to  be 
treated  on  any  but  a  sound  business  basis." 

After  considering  the  objections  to  the  consolidation  raised  by  the  Commission, 
the  court  finds  that  the  transfer  is  lawful  and  reasonable,  and,  therefore,  under 
the  holding  quoted  above,  for  the  public  good.  The  case  is  remanded  to  the 
Commission  with  the  instruction  to  proceed  exactly  as  though  the  Commission 
had  found  that  the  transfer  would  be  for  the  public  good. 

221.1^ — Issue  of  Stock  and  Bonds. 

Continental  Securities  Company  v.  New  York  Central  Railroad 
Company.  Decision  of  the  New  York  Supreme  Court,  Appellate 
Division,  Second  Department.     May  25,  1915.     153  N.  Y.  Supp.,  879. 

The  action  was  brought  on  behalf  of  the  stockholders  of  the  defendant  railroad 
company  to  enjoin  the  company  from  issuing  certain  4  per  cent  interest-bearing 
bonds  to  replace  certain  outstanding  85  per  cent  bonds,  as  an  incident  of  the 
proposed  consolidation  with  that  company  of  the  Lake  Shore  &  Michigan  Southern 
Railway  Company.  The  plaintiff  alleged  that  such  issue  of  bonds  would  violate 
both  Section  141  of  the  Railroad  Law  and  Section  55  of  the  Public  Service  Com- 
missions Law.     The  complaint  is  not  sustained. 

The  court  holds  that  the  proposed  issue  would  not  in  any  sense  be  issued  "against 
or  as  a  lien  upon  any  contract  for  consolidation  or  merger."     (Sec.  55.) 

"The  plain  purpose  of  that  particular  statutory  provision  is  to  prohibit  the 
capitalization,  by  a  stock  or  bond  issue,  of  the  mere  contract  for  consolidation. 
Here  the  bonds  are  to  be  issued  as  a  result  of  the  completed  consolidation, 
and  to  be  the  securities  of  the  actually  consolidated  corporation.     .     .     . 

"The  following  Section  142,  of  the  Railroad  Law,  must,  of  course,  be  read  in 
connection  with  said  Section  141,  and,  so  read,  it  clearly  shows  that  the  issuing 
of  the  new  bonds  by  the  consolidated  corporation,  to  refund  or  replace  the  old, 
is  not  prohibited,  but,  on  the  contrary,  is  ex])ressly  allowed.  The  statute 
nowhere  contains  any  express  limitation  upon  the  rale  of  interest  of  the  new 
bonds,  and  it  docs  not  appear  that  any  such  limitation  may  be  implied.     .     .     . 

"Moreover,  it  would  seem  that  the  prohibition  contained  in  said  Section  141, 
being  in  derogation  of  the  general  authority  to  consolidateotlu'rwise  given,  must 
be  strictly,  not  broadly,  construetl,  and  therefore  must  be  limited  in  its  applica- 
tion to  the  indebtedness  already  accrued — that  is,  the  principal  and  any  past 
due  interest." 
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For  statement  of  facts  and   opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
OREGON 

300 — Investment  and  Return. 

City  of  Bend  v.  Bend  Water,  Light  and  Power  Company  (pop.  536), 
Alleging;  That  the  Rates  for  Water  and  Electric  Service  Are  Unreason- 
able. Decision  of  the  Oregon  Public  Service  Commission,  Fixing 
Rates.     July  1,  1915. 

The  ownership  of  the  company  has  changed  hands  a  number  of  times  and 
the  state  of  the  company's  records  was  such  as  to  make  any  determina- 
tion of  the  original  cost  impracticable.  The  Commission  made  an 
investigation  to  determine  the  reproduction  cost  new  of  the  properties. 

"To  reproduce  the  electric  plant  of  the  defendant  reasonably  used  and 
useful  in  the  service  as  a  public  utility,  in  normal  new  and  usable 
condition,  including  material  and  supplies  on  hand  and  working 
capital,  as  a  going  concern,  would  have  required  on  December  31, 
1914,  the  expenditure  of  approximately  $94,282.  By  age  and  use 
such  property  has  depreciated  l^elow  the  standard  of  normal  new  and 
usable  condition  (taking  salvage  value  into  account),  $10,144,  and  the 
reproduction  cost  of  such  electric  plant,  lessened  by  such  depreciation 
was  $84,118,  as  of  December  31,  1914."     .     .     .  ' 

317 — Construction  in  Advance  of  Present  Needs. 

"Over  and  above  the  plant  reasonably  used  and  useful  in  the  pro- 
duction of  electricity,  the  defendant  has  installed  and  owns  other 
physical  electric  production  equijiment  and  land,  to  reproduce  which, 
in  normal  new  and  usable  condition,  would  have  required  on  Decem- 
ber 31,  1914,  the  expenditure  of  approximately  $47,500.  Such 
electric  production  equipment  and  land  although  its  construction  and 
acquisition  was  apparently  warranted  by  good  engineering  practice 
and  business  management,  was  not  justified  in  the  realization  of 
expectations  and  the  Commission  finds  is  not  now  reasonably  used 
and  useful  to  the  community  served.  The  amount  of  capital  repre- 
sented thereby  should  be  carried  into  Account  105,  of  the  Commis- 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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sion's  Uniform  Classification  of  Accounts,  'Property  Devoted  to 
Other  Operations',  there  to  remain  until  such  time  as  the  defendant 
shall  show  the  Commission  that  such  property,  either  in  whole  or  in 
part,  is  devoted  to  the  accomplishment  of  the  principal  purposes  of 
the  business  of  the  utility,  at  which  time  the  Commission  will  de- 
termine, and  by  its  order  fix  the  amount  which  shall  be  credited  to 
such  account  which  shall  be  charged  into  the  fixed  capital  account, 
and  make  such  other  and  further  order  as  may  be  proper  in  the 
premises." 

340 — Rate  of  Return. 

The  Commission  finds  that  the  present  rates  yield  1 1§  per  cent  on  the  fair 
value  of  the  property  of  the  electric  utility.  These  rates  are  higher  than 
rates  in  effect  for  such  service  in  other  towns  and  cities  of  like  population 
and  "the  rate  of  return  yielded  thereby  is  greater  than  the  rate  of  return 
ordinarily  expected  and  received  on  investments  generally,  and  in  the 
particular  class  of  utility  service  in  which  the  defendant  is  engaged." 

720— Rate  Schedules. 

The  Commission  prescribes  the  following  rates  for  electric  service: 

METER  RATES  FOR  LIGHTING  SERVICE. 

For  Business  and  Residence  Lighting  Service. 

Rate. 

12  cents  per  kilowatt-hour  for  the  first  15  kilowatt-hours  used  per  month. 
10  cents  per  kilowatt-hour  for  the  next  15  kilowatt-hours  used  per  month. 
65  cents  per  kilowatt-hour  for  the  next  170  kilowatt-hours  used  per  month. 
5?  cents  per  kilowatt-hour  for  all  in  excess  over  200  kilowatt-hours  used  per 
month. 

Prompt  Payment  Discount. 

1  cent  per  kilowatt  hour  on  the  first  .30  kilowatt-hours,  and 

^  cent  per  kilowatt-hour  for  all  consumption  above  30  kilowatt-hours  in  any 

one  month,  if  bill  is  paid  within  ten  days  from  date  of  billing. 

Minimum  Charge. 

$1.00  per  month  per  meter,  subject  to  prompt  payment  discoimt. 

OPTIONAL  FLAT  RATES. 

For  Residence  and  Business  Lighting  and  Sign  Lighting. 

Rate. 

1\  cents  per  watt  per  month  for  the  first  40  watts  installed. 
1  cent  per  watt  per  month  for  the  next  60  watts  installed. 
0.8  cent    per  watt  per  month  for  all  over  100  watts  installed. 

Prompt  Payment  Discount. 

5  i)er  cent  discount  allowed  on  all  bills  paid  in  full  within  10  days  from  date  of 
billing. 

Minimum  Charge. 

$1.00  per  month  jier  meter,  subject  to  prompt  payment  discount. 
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POWER  RATES— TWENTY  HOUR  PERIOD. 
Rate. 

7  cents  per  kilowatt-hour  per  month  for  the  first  50  kilowatt-hours. 

5  cents  per  kilowatt-hour  per  month  for  the  next  450  kilowatt-hours. 

3  cents  per  kilowatt-hour  for  the  next  1500  kilowatt-hours. 

2  cents  per  kilowatt-hour  per  month  for  all  excess  over  2000  kilowatt-hours. 

Prompt  Payment  Discount. 

5  per  cent  discount  allowed  on  all  bills  paid  in  full  within  10  days  from  date  of 
billing. 

Minimum  Charge. 

Single  phase  power:     (1  or  more  H.  P.) 
ll.OO  per  horsepower  per  month. 

Three  phase  power: 

$3.00  per  month  for  the  first  2  H.  P.  or  less. 
1.00  per  horsepower  per  month  for  the  next  18  H.  P. 
.80  per  horsepower  per  month  for  all  over  20  H.  P. 

Terms  and  Conditions. 

Power  is  furnished  under  this  schedule  for  a  20  hour  period.  The  utility  shall 
define  the  four  hour  peak  period  during  which  service  will  not  be  given  under 
this  schedule.  Fifteen  days  written  notice  to  customers  affected  will  be  nec- 
essary before  change  can  be  made  by  the  utility  in  this  defined  period. 

OPTIONAL  POWER  RATES. 

Rate. 

Demand  Charge. 

$1.00  per  horse  power  of  active  load  per  month,  or 

$1.40  per  kilowatt  of  maximum  demand  per  month,  plus  an 

Energy  Charge  of 

4  cents  per  kilowatt-hour  per  month  for  the  first  500  kilowatt-hours. 
2  cents  per  kilowatt-hour  per  month  for  the  next  1500  kilowatt-hours. 
1     cent  per  kilowatt-hour  per  month  for  the  next  8000  kilowatt-hours. 
0.8  cent  per  kilowatt-hour  per  month  for  all  over  10,000  kilowatt-hours. 

Determination  of  Active  Connected  Load. 

The  following  shall  constitute  the  per  cent  of  connected  load  of  the  total  rated 
horse  power  of  motors,  etc.,  that  shall  be  considered  as  "active  load". 

5  H.  P.  and  imder — One  motor 100% 

More  than  one  motor ' 85% 

6  to  10  H.  P.  —One  motor 85% 

More  than  one  motor 75% 

11  to  50  H.  P.  —One  motor 80% 

Two  to  five  motors 70% 

More  than  five  motors 65% 

Excess  of  50  H.  P.— One  motor 75% 

Two  to  five  motors 65% 

More  than  five  motors 55% 

Determination  of  Maximum  Demand. 

Where  actual  demand  test  is  made  at  option  of  either  customer  or  utility: 

Meter  showing  kilowatt  input  shall  be  read  at  one  minute  intervals.  The 
highest  average  of  any  five  consecutive  readings  so  taken  (or  highest  average 
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of  any  five  minute  period,  as  shown  by  continuous  registering  meter),  shall 
constitute  the  maximum  demand. 

No  more  than  two  demand  tests  in  any  consecutive  twelve  months  shall  be 
required  on  customer's  request,  as  long  as  the  installation  remains  unchanged. 
Actual  demand  when  ascertained  will  prevail  over  estimated  active  load. 

Prompt  Payment  Discount. 

5  per  cent  discoimt  allowed  on  all  bills  paid  in  full  within  10  days  from  date  of 
billing. 

COOKING  AND  HEATING— METER  RATES. 
Rate. 

One-half  of  rates  in  above  schedule  "Power  Rates — Twenty  Hour  Period." 

Prompt  Payment  Discount. 

5  per  cent  discount  allowed  on  all  bills  paid  in  full  within  10  days  from  date  of 
billing. 

Minimum  Charge. 

$1.00  per  month  per  meter,  subject  to  prompt  payment  discoimt. 

COOKING  AND  HEATING— FLAT  RATES. 
Rate. 

Circulation  water  heaters — Where  water  heaters  are  used  in  comiection  with 
electric  range,  and  the  customer  has  his  premises  so  wired  with  double  throw 
switch  that  the  demand  of  the  heater  (which  must  be  not  greater  than  that  of  the 
range)  cannot  be  coincident  with  the  cooking  demand. 

50  cents  per  100  watts  per  month  for  the  first  100  watts. 
30  cents  per  100  watts  per  month  for  all  over  100  watts. 

MISSOURI 

300 — Investment  and  Return. 

Weaver  v.  Kirksville  Light,  Power  and  Ice  Company  (pop.  6,347), 
Rehearing  of  Rate  Case  on  Motion  of  the  Commission.  Decision  of  the 
Missouri  Public  Service  Commission,  Readjusting  Rates.  March 
20,  1915. 

The  Commission  issued  an  order  June  23,  1914,  fixing  rates  for  the 
electric  service  of  the  respondent  company.  (5  Rate  Research  293.) 
With  the  results  of  the  six  months'  operation  under  these  rates,  the 
Commission  on  its  own  motion  reopened  the  case.  After  an  examina- 
tion of  the  revenues  and. expenses  for  the  six  months'  period,  the  Com- 
mission says: 

"Although  we  are  satisfied  that  the  rates  prescribed  in  our  original 
order  will  with  economy  in  management,  particularly  in  coal  pur- 
chases, give  a  return  in  excess  of  7  per  cent  over  and  ab()\'e  reasonable 
operating  expenses  and  a  d(>preciation  allowance  of  5  per  cent  on 
the  present  fair  ^'alue  of  the  property,  especially  as  these  rates  have 
l)egun  to  effect  increases  in  output,  and  not  including  any  additional 
business  and  income  from  street  lighting,  as  there  is  no  evidence 
that  defendant  has  as  yet  secured  the  street  lighting  contract  with 
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the  city;  yet,  we  have  decided  to  readjust  the  rate  schedule  to  allow 
somewhat  more  margin  by  raising  the  maximum  rates  slightly." 

513.8 — Block  Meter  Rates. 

"Both  complainant  and  defendant  are  desirous  of  a  simpler  and  more 
easily  understood  form  of  rate  schedule,  so  we  have  by  calculation 
determined  a  'Block  Rate  Schedule'  for  residence  lighting,  which 
provides  one  of  the  simplest  forms  of  eciuitably  adjusted  rates  and 
which  will  increase  defendant's  income  from  residence  lighting  con- 
sumers approximately  $1,600  per  year." 

720— Rate  Schedules. 

The  former  order  provided  one  rate  for  all  classes  of  service,  based  on  a 
per  cent  of  the  connected  load  which  varied  with  the  class  of  service, 
and  subject  to  the  minimum  charge  for  residence  lighting,  commercial 
lighting  and  power  service,  respectively.  In  modifying  its  order  the 
commission  provides  a  separate  rate  for  residence  lighting  and  leaves 
the  "maximum  hours-use"  schedule  of  rates  provided  in  the  original 
order  "in  effect  for  commercial  or  business  lighting  and  for  power 
service."     The  rates  are  as  follows: 


RESIDENCE  LIGHTING. 
Rates : 

11  cents  per  kilowatt  hour  for  the  first  20  kilowatt  hours  used  per  month. 
7  cents  per  kilowatt  hour  for  the  next  20  kilowatt  hours  used  per  month. 
4  cents  per  kilowatt  hour  for  all  use  in  excess  of  40  kilowatt  hours  per  month. 

Minimum  Charge. 

75  cents  per  month. 

COMMERCIAL  LIGHTING  AND  POWER. 

Schedule  of  rates  for  all  lighting  and  power  other  than  residence  lighting. 

Rate. 

10  cents  per  kilowatt  hoiu'  for  the  first  30  hours'  use  per  month  of  the  maximum 
demand. 

7  cents  per  kilowatt  hour  for  the  next  30  hours'  use  per  mouth  of  the  maximum 
demand. 

4  cents  per  kilowatt  hour  for  all  use  in  excess  of  60  hours'  use  per  month  of  the 
maximum  demand. 

Determination  of  Maximum  Demand. 

Maximum  demand  to  be  assumed  to  be  three-fourths  the  connected  load  for 
all  lighting  except  residence  lighting,  and  to  be  the  full  connected  load  for 
power;  provided,  however,  that  the  maximum  demand  may  be  determined  by 
exact  measurement  instead  of  calculation  from  the  full  connected  load. 

Minimum  Charge. 

Commercial  Lighting:  5  cents  per  month  for  each  sixty  watt  equivalent  of 
connected  load  with  no  charge  less  than  $1.00  per  month. 

Power:     $1.00  per  kilowatt  of  connected  load. 
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MASSACHUSETTS 

729 — Maximum  Rate. 

Petition  of  the  Natick  Gas  Light  Company  for  Permission  to  Increase 
the  Rates  for  Gas  Service  (pop.  of  Natick  9,866).  Decision  of  the 
Massachusetts  Board  of  Gas  and  Electric  Light  Commissioners, 
Dismissing  the  Complaint.     June  18,  1915. 

The  petition  of  the  Company  asked  that  the  Board  revise  its  action  of 
October  22,  1912,  fixing  the  maxim mn  net  price  at  $1.50  per  thousand 
cubic  feet,  and  permit  the  Company  to  raise  the  price  to  $1.75.  Con- 
sumers entered  a  complaint  asking  that  the  price  be  reduced.  Both 
petitions  were  dismissed  by  the  Board  and  the  rate  was  left  unchanged. 

140 —Relations  of  Corporations  with  Each  Other. 

The  present  owners  of  the  Natick  Company  also  control  and  o^vn  the 
West  Boston  and  Framingham  Companies.  The  Natick  and  Fram- 
ingham  plants  have  been  shut  down,  and  all  the  gas  sold  by  these  com- 
panies is  obtained  from  the  West  Boston  central  generating  station. 
The  Board  says  that  insofar  as  this  relationship  is  favorable  or  unfavor- 
ble  to  the  petitioner,  it  should  be  taken  into  account  in  connection  with 
the  question  of  proper  dividends  to  stockholders.  At  the  time  the 
Framingham  Company  was  taken  over  by  the  West  Boston  "the  out- 
standing stock  and  liabilities  of  the  Framingham  Company  had  little 
relation  to  the  property  it  was  employing  for  the  public  convenience, 
or  to  the  actual  investment  of  the  money  of  its  security  holders  therein." 

"Now,  if  in  the  price  of  gas  to  the  Natick  company  there  be  a  profit 
to  make  good  such  losses,  to  that  degree  it  is  an  unjust  burden  on 
the  Natick  consumers,  and  challenges  the  operative  accounts  as 
conclusiveof  an  adequate  return  to  the  Natick  stockholders."     .     .    . 

122 — Just  and  Reasonable  Charges. 

"Every  company  has  its  own  peculiar  local  conditions  and  problems 
to  meet.  But  when,  as  in  this  case,  it  seeks  to  raise  still  higher  a 
price  already  relatively  high,  it  must  assume  the  burden  of  estab- 
lishing, not  only  what  it  claims  to  be  its  own  needs,  but  that  the 
proposed  price  will  be  fair  and  reasonable  to  its  customers.  It  is 
obvious  that  the  reasonableness  of  the  various  items  making  uj)  the 
cost  of  producing  and  distributing  gas  cannot  be  controlUnl  entirely 
by  the  results  of  the  particular  company  under  discussion  in  a  gi^•en 
case.  This  would  allow  each  management  to  create  its  own  stand- 
ards by  which  alone  it  is  to  be  judged.  What  is  true  of  the  several 
items  is  also  true  of  their  aggregate  amount  and  of  any  price  ])ased 
solely  on  their  determination.  The  circumstances  and  conditions 
which  the  company  has  met  and  must  meet  in  supplying  gas  in  the 
area  reserved  to  it  should  be  given  their  full  wciglit,  and  y(^t  it  is 
restricted  from  exacting  more  than  a  reasonable  compensation  for 
the  service  which  it  renders.     .     .     . 
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"So  far  as  considerations  of  commercial  expediency  are  to  be  taken 
into  account  in  a  case  like  this,  it  should  be  borne  in  mind  that 
increases  in  price  do  not  necessarily  or  probal:)ly  involve  corresponding 
increases  in  revenue,  but,  on  the  other  hand,  may  so  unduly  restrict 
the  demand  as  to  be  the  cause  of  a  more  unfavorable  showing.  It 
is  easily  conceivable  that  a  small  part  of  the  pubUc  may  be  served 
at  a  high  rate  when  it  may  be  true  that  a  lower  rate  within  reach 
of  a  larger  part  of  the  community  might  yield  an  equal  profit.  A 
company  exercising  an  exclusive  privilege  should  charge  such  prices 
as  will  make  its  supply  available  to  as  large  a  portion  of  the  public 
as  is  consistent  with  its  right  to  a  reasonable  compensation  for  the 
service  rendered." 


INTERSTATE  COMMERCE  COMMISSION 


224— Rates. 

White  and  Company  v.  Western  Union  Telegraph  Company,  Alleging 
that  the  Company's  Standard  Rates  are  Unreasonable  and  Discrimin- 
atory. Decision  of  the  Interstate  Commerce  Commission,  Dismissing 
the  Complaint.     April  1,  1915. 

The  allegation  that  the  standard  rates  are  unreasonable  was  based 
chiefly  upon  the  fact  that  press  dispatches  are  accorded  special  rates. 

The  Commission  says: 

"The  right  of  carriers  subject  to  the  Act  to  initiate  their  charges  is 
too  well  established  to  need  citation  of  authority.  Such  charges  are 
prima  facie  reasonable,  except  where  otherwise  provided  by  law. 
Congress  has  here  provided  that  messages  may  be  classified  into 
'day  .  .  .  press  .  .  .  and  such  other  classes  as  are  just 
and  reasonable,'  and  that  different  rates  may  be  charged  for  the 
different  classes. 

"It  is  plain  that  both  classification  and  charge  are  to  be  made  in 
the  first  instance  by  the  carrier,  and  it  follows  by  necessary  implica- 
tion that  the  carrier  is  to  define  the  classes  and  formulate  such  rules 
and  regulations  pertaining  thereto  as  shall  be  just  and  reasonable. 
The  initiative  is  with  the  carrier.  The  record  indicates  that  standard 
and  press  messages  differ  in  the  circumstances  attendant  upon  their 
transmission.  It  does  not  warrant  a  finding  that  the  standard  rate 
should  be  reduced  to  the  press  rate,  or  furnish  a  basis  for  determining 
what  the  rate  relation  should  be." 
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ARIZONA 

366 — Depreciation  Funds. 

Application  Tucson  Gas,  Electric  Light  and  Power  Company  For 
Authority  to  Defer  the  Setting  Aside  of  a  Depreciation  Fund.  Decision 
of  the  Arizona  Corporation  Commission,  Granting  the  Application. 
May  14,  1915.     P.U.R.  1915C  431. 

The  company  applied  for  authority  to  defer  setting  aside  its  depreciation 
fund  for  a  period  of  one  year.     The  Commission  says : 

"In  consideration  of  civic  im,provements  undertaken  by  the  city  of 
Tucson  and  the  resulting  costs  appertaining  to  this  company  through 
paving,  etc.,  it  is  apparent  that  extraordinary  expenditures  must 
be  made  by  the  applicant  during  1915,  and  that  the  interests  of  the 
applicant  and  general  public  will  be  advanced  through  the  granting 
of  this  application.  This,  however,  is  not  to  be  construed  as  releasing 
the  applicant  from  designating  the  amount  of  such  depreciation 
fund  in  its  books  and  accounts,  nor  creating  any  additional  burden 
of  operating  expenses  at  any  future  date." 

WASHINGTON 

132 — Protection  from  Competition. 

Hendrie  et  al  v.  Everett  Gas  Company,  Alleging  That  the  Company's 
Rates  Are  Excessive.  Decision  of  the  Washington  Public  Service 
Commission,  Fixing  Rates.     March  11,  1915.     P.  U.  R.  1915C.    418. 

It  was  suggested  to  the  Commission  that  in  adjusting  the  rates  of  the 
defendant  company  consideration  should  be  given  the  hazards  of  com- 
petition.    The  Commission  says: 

"This  hazard  will  be  shortly  removed  by  the  certificate  of  conven- 
ience and  necessity  just  enacted  by  the  legislature.  Under  this  law 
the  Commission  will  have  the  power  to  prevent  competition  if  the 
defendant  company  provides  adequate  service  to  its  patrons  at 
reasonable  rates.  If  the  defendant  company  refuses  or  neglects  to 
provide  its  patrons  with  adequate  service  at  reasonable  rates,  then 
the  protection  afforded  to  it  by  this  law  will  be  removed." 

MAINE 

221.1 — Issue  of  Stock  and  Bonds. 

Application  of  the  Bangor  Power  Company,  For  Authority  to  Issue 
Securities.  Decision  of  the  Maine  Public  Utilities  Commission, 
Authorizing  the  Issue.     May  14,  1915.     P.  U.  R.  1915C.     496. 

The  Company  applied  for  authority  to  issue  bonds  for  the  purpose  of 
reimbursing  the  company  for  funds  which  it  had  deflected  temporarily 
for  purposes  of  construction,  improvements  and  extension  of  its  jirop- 
erty. 

The  purpose  for  whicii  bonds  may  be  jssued,  as  stated  under  tiu^  Maine 
law  are:  for  the  acquisition  of  property  to  be  used  for  the  purpose  of 
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carrying  out  its  corporate  powers,  the  construction,  completion,  exten- 
sion, or  improvement  of  its  facilities;  for  the  improvement  or  main- 
tenance of  its  service;  for  the  discharge  of  lawful  refunding  of  its  obli- 
gations; and  for  such  other  purposes  as  may  be  authorized  by  law. 

"The  New  York  Puljlic  Service  Commission,  Second  District,  held 
in  re  Lehigh  &  H.  R.  R.  Co.,  under  statutory  language  precisely 
like  that  defining  the  first  three  purposes  in  our  act,  that  a  corpora- 
tion cannot  be  authorized  to  issue  bonds  in  order  to  reimburse  itself 
for  money  which  it  has  previously  taken  from  its  treasury  and  ex- 
pended for  some  lawful  purpose.  While  we  think  that  we  should 
assent  to  this  view  as  a  general  statement  of  the  law,  we  should 
hesitate  to  apply  such  a  rule  literally  and  without  qualification  to  all 
conditions. 

"If  a  utility  expends  moneys  from  its  surplus  for  the  acquisition  of 
new  properties,  or  for  extensions  and  betterments,  which  it  appar- 
ently does  not  then  need  as  working  capital,  with  no  present  intention 
of  replacing  it,  except  from  earnings,  and  later,  under  changed  con- 
ditions or  business  depression,  seeks  to  restore  it  in  this  manner,  we 
doubt  very  much  if  authority  legally  could  be  granted.  When, 
however,  during  the  course  of  such  acquisition  or  construction,  it 
uses  available  funds  not  immediately  required  for  current  normal 
expenses  and  charges,  in  the  expectation  of  reimbursing  its  treasury 
when  the  work  is  completed  or  when  such  funds  are  required  for 
such  current  purposes,  it  amounts  in  effect  to  a  temporary  deflection 
or  borrowing  of  money  intended  for  those  purposes,  and  to  a  certain 
extent  impressed  with  a '  trust  or  obligation  that  they  will  be  so 
available.  It  does  not  seem  that  such  a  course  is  inconsistent  with 
a  fair  construction  of  the  statute.  To  hold  otherwise  would  certainly 
impose  a  hardship  upon  the  corporation,  and  ultimately  upon  the 
pul)lic  who  must  pay  the  bills,  because  it  would  force  the  corporation, 
in  order  to  sa\e  its  rights,  to  borrow  and  pay  interest  as  it  went 
while  funds  temporarily  available  were  lying  idle  in  its  treasury. 
This  apparently  was  the  view  taken  of  the  business  wisdom  of  the 
practice  in  New  York  state,  when,  after  the  above  ruling,  the  law 
was  amended  to  pro\ide  for  just  such  contingencies." 


MISSOURI 

226.2 — Extension  of  Service. 

West  End  Business  Men's  Association  et  al.  v.  United  Railways 
Company  of  St.  Louis.  Complaint  as  to  Street  Railway  Service. 
Decision  of  the  Missouri  Public  Service  Commission,  Ordering 
Improvements  and  Extensions  of  Service.     May  4,  1915. 

The  opinion  and  order  of  the  Commission  deals  with  standards  of  service 
relative  to  rush  hour  ser^•ice,  headway,  routing,  transfer  system,  heating, 
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ventilation  and  sanitation  of  cars,  and  other  details  of  street  railway 
operation.  A  number  of  extensions  are  ordered  and  in  regard  to  the 
effect  of  such  requirements  on  the  revenue  of  the  company,  the  Com- 
mission says: 

781 — Adequacy  of  Service. 

"It  is  well  settled  that  the  first  duty  of  a  public  service  corporation 
is  to  provide,  for  the  convenience  of  the  public,  reasonable,  safe  and 
adequate  service.  This  duty  is  paramount  to  the  duty  it  owes  to  its 
stockholders,  to  earn  dividends  or  profits.  It  is  also  true  that 
unfortunate  or  improvident  management  does  not  exempt  such 
public  service  corporation  from  its  charter  duty  of  giving  safe, 
adequate  and  proper  service  to  the  public  under  reasonable  rules  and 
regulations." 

226.2— Extension  of  Service. 

"It  may  be  that  some  of  the  extensions  which  are  ordered  herein  will 
not  furnish  a  profitable  income,  but  inasmuch  as  the  fares  for  street 
car  service  are  made  for  average  conditions  for  hauling  passengers 
within  the  city  limits,  it  is  perfectly  obvious  that  if  the  fares  as  a 
whole  are  remunerative,  such  fares  must  provide  for  both  that 
business  which  is  more  profitable  and  that  which  is  less  profitable 
than  the  average.  The  extremes  in  either  direction  undoubtedly 
include  business  which  is  so  profitable  as  almost  to  warrant  a  special 
classification  with  lower  fares,  and  business  which  is  temporarily, 
at  least,  an  actual  burden  upon  other  passengers.  In  view  of  these 
facts,  it  is  evident  that,  if  all  unprofitable  business  is  to  be  eliminated, 
the  fares  which  may  have  been  reasonable  theretofore  must  be 
reduced  to  compensate  for  the  reduced  cost  of  service." 

381— City  Taxation. 

It  was  pointed  out  that  the  company's  taxes,  including  the  so-called  "Mill 
Tax"  levied  by  the  city,  would  amount  to  8.11  per  cent  of  the  gross 
receipts  of  the  company  for  the  year  1914.  The  company  alleged  that  if 
it  is  required  to  pay  the  mill  tax  which  is  now  in  litigation,  including  all 
past  accrued  mill  taxes,  it  would  not  have  money  sufficient  to  l)uild  the 
extensions.  The  amount  of  the  mill  tax  would  build  seven  or  eight 
miles  of  track  or  forty  or  fifty  cars  each  year  and  the  company  states 
that  the  city  of  St.  Louis  will  ultimately  be  required  to  suffer  in  dimin- 
ishing service  to  the  extent  that  the  earnings  of  the  company,  which  are 
paid  by  the  public,  are  required  for  the  payment  of  the  mill  tax  in  atldition 
to  the  other  taxes  and  expenses  necessarily  required  for  the  operation 
of  its  properties. 

The  counsel  for  the  complainants  strongly  urge  the  Commission  to 
determine  whether  defendant  company  is  able  to  pay  the  mill  tax,  and 
to  also  meet  its  obligations  in  adequately  serving  the  public  as  required 
by  law. 
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The  Commission  says: 

"It  is  well  to  state  here  that  this  Commission  has  no  jurisdiction  over 
the  question  of  the  payment  of  the  mill  tax,  as  that  is  purely  a  matter 
within  the  jurisdiction  of  the  city  of  St.  Louis,  and  is  a  matter  for 
defendant  and  the  city  of  St.  Louis  to  adjust  between  themselves. 

"As  said  by  the  Supreme  Court  of  the  State  of  Wisconsin  in  the  case  of 
La  Crosse  v.  La  Crosse  Gas  and  Electric  Company,  145  Wis.  1.  c.  423, 
speaking  of  a  similar  tax:  'The  tax,  so  called,  could  not  come  other- 
wise than  from  consumers,  and  therefore,  to  that  extent  enhance  the 
cost  of  service  to  them.' 

"Whether  it  is  the  better  policy  for  the  city  to  require  the  payment  of 
the  mill  tax  as  an  operating  expense  to  be  collected  from  the  public, 
or  whether  it  would  be  better  to  have  greater  service  by  requiring 
additional  extensions,  and  if  the  earnings  of  the  company  are  then 
found  to  be  excessive  to  reduce  the  passenger  fares,  is  a  question  for 
the  citv  and  not  for  this  Commission." 


REFERENCES 
RATES 


400— Rate  Theory. 


The  Development  of  Scientific  Rates  for  Electricity  Supily. 
Selected  Original  Rate  Papers,  by  the  Edison  Illuminating  Company 
of  Detroit. 

This  compilation  of  original  rate  papers  was  mentioned  in  7  Rate  Research  173. 
The  company  now  informs  us  that  they  have  received  more  requests  for  this 
compi'dtion  than  they  can  furnish.  The  edition  is  only  a  small  one  and  the  com- 
pany has  made  it  a  practice  to  furnish  copies  only  to  parties  known  to  them. 


PUBLIC  SERVICE  REGULATION 


253 — Commission  Reports  of  Decisions. 

Annual  Report  of  the  Public  Utilities  Commission  of  Ohio,  For 
the  Year  1914.     980  pages. 

The  second  report  under  the  organization  of  the  public  utilities  commission  has 
been  issued,  containing  decisions  issued  during  the  year  and  statistics  for  the 
comoanies  under  its  jurisdiction  for  the  year  ending  June  30,  1914. 
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INVESTMENT  AND  RETURN 

314 — Overhead  Costs. 

The  Appraisal  of  "Overhead  Costs,"  bv  Halbert  P.  Gillette. 
Electrical  World.     July  3,  1915,  p.  41. 

The  practice  of  the  Wisconsin  Commission  in  allowing  for  overhead  costs  is  dis- 
cussed, and  attention  is  called  to  the  fact  that  other  Commissions  have  in  a  number 
of  cases  erroneously  quoted  the  Wisconsin  Commission's  overhead  percentages. 
The  12  to  15  per  cent  used  in  the  Wisconsin  decisions  is  not  intended  to  cover  such 
items  as  promotion,  discount  on  bonds  and  going  value. 

373— City  Profit  Sharing. 

Competition  in  Small-City  Public  Utility  Operation.  Letter  by 
B.  A.  Brackenbury.     Electrical  World,  July  3,  1915,  p.  4. 

The  efforts  of  public  service  commissions  throughout  the  country  to  regulate  and 
adjust  rates  to  a  basis  that  will  not  permit  the  utility  to  earn  more  than  a  fair 
rate  of  return;  the  demands  of  the  public  for  greater  reductions  and  the  threatening 
possibility  of  rnunicipal  ownership  competition  or  the  encouragement  of  private 
competition  are  noted  as  factors  which  tend  to  limit  investments  in  public  utility 
enterprises  at  the  present  time. 

A  plan  of  city  profit  sharing  is  suggested  as  a  means  of  making  the  company's  po- 
sition more  stable  and  in  turn  of  bringing  about  an  improvement  in  investment 
conditions.  A  plan  is  outlined  which,  in  brief,  is  as  follows:  The  fair  value  of  the 
utility's  property,  and  rates  of  depreciation,  and  other  details  may  be  agreed  upon 
by  the  company  and  the  city,  or  fixed  by  the  regulatory  commission.  Upon  the 
fair  value  of  tlie  property  the  utility  is  to  be  allowed  a  minimum  return.  If  by 
efhcient  operation  and  good  management  the  utility  is  able  to  earn  in  excess  of  the 
minimum  return  the  excess  will  be  divided  between  the  company  and  the  city. 
If  less  than  the  minimum  is  earned  in  any  year  the  loss  is  to  be  carried  by  the  util- 
ity in  a  deficit  account,  this  account  to  be  amortized  from  any  excess  earnhigs  of 
succeeding  years  before  the  municipality  shall  receive  a  division  of  the  returns. 

395 — Proceedings  of  Technical  Associations. 

Proceedings  of  the  A.  I.  E.  E.  Annual  Convention  Held  At  Deer  Park, 

Maryland,  June  29  to  July  2,  1915. 

An  account  of  the  proceedings  of  the  convention  and  abstracts  of  the  papers  pre- 
sented are  given  in  the  following  periodicals:  Electrical  Rcricw  and  Wcfitern  Elec- 
trician, 7  pages,  July  10,  191.5,  p.  69;  Electrical  World,  6  pages,  July  3,  1915,  p.  6, 
and  6  pages,  July  10,  1915,  jx  62. 

395 — Proceedings  of  Technical  Associations. 

Twenty-First  Annual  Convention  of  the  Ohio  Electric  Light 
Association.     Supplement  0.  E.  L.  A.  Monthly,  July,  1915. 

The  following  papers  to  be  presented  at  the  convention  of  the  Ohio  .Association, 
July  20-23,  1915,  are  given  in  the  supplement  of  the  July  number  of  the  ().  E.  L.  A. 
Monthly:  Report  of  the  Illumination  Committee,  Report  of  Committee  on  Trans- 
mission ancl  Distribution  of  Electrical  Energy,  Report  of  Committee  on  Standard- 
ization of  Voltages,  Report  of  P^lectrical  ^'ehicle  Committee,  Report  of  Meter 
Committee,  Report  of  Committee  on  New  Business  C()-oi)erati()ns,  and  "Snuggling 
Up  to  John  Smith." 
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GENERAL 

782.5— Lamp  Efficiency. 

The  Illumination  of  Interiors,  by  Preston  S.  Millar.  Electrical 
Engineering,  6^  pages,  July,  1915,  p.  259. 

The  paper  presented  before  the  lUuminating  Engineering  Society  is  abstracted. 
A  study  is  presented  of  the  efficiency  of  reflection,  the  necessary  degree  of  difTusion 
and  the  proper  direction  of  light,  ilhistrated  by  photographs  of  results  secured 
from  practical  experiments  in  lighting  miniature  rooms. 

782.5 — Lamp  Efficiency. 

Life-Testing  Equipment  for  Tungsten  Lamps.  Electrical  World, 
July  3,  1915,  p.  12. 

An  account  is  given  of  the  interesting  features  of  the  incandescent  lamp-testing 
laboratory  at  Nela  Park,  Cleveland. 

900— General. 

Ice-Making  as  a  By-product  of  Central  Stations,  by  Heywood 
Cochran.     Journal  of  A.  S.  M.  E.,  July,  1915,  p.  369. 

The  advisability  of  operating  ice  plants  in  connection  with  central-stations  is  dis- 
cussed. Records  of  output  and  costs  of  production  are  presented  in  tabulated 
form.  It  is  stated  that  central  station  managers,  owning  their  ov\ti  ice  plants, 
where  properly  designed,  are  finding  such  plants  far  more  profitable  than  the  light- 
ing plant,  and  that,  in  some  of  the  smaller  cities,  where  the  light  plant  was  operated 
at  a  loss,  the  combination  has  turned  the  same  into  a  source  of  profit. 

900— General. 

Federal  Water  Power  Legislation,  by  Henry  J.  Pierce.  Journal 
of  Electricity,  Power  and  Gas,  July  3,  1915,  p.  4. 

The  writer  asserts  that  water  powers  are  wasting  their  energy  because  capital 
cannot  be  obtained  for  their  development  under  the  present  restrictive  federal 
laws.  The  action  on  the  water  power  bills  at  the  last  session  of  Congress  is  sum- 
marized. The  text  of  the  Ferris  Bill  is  given,  and  changes  are  suggested  which 
in  the  writer's  opinion,  are  necessary  to  make  the  bill  a  workable  measure. 

910 — Promotion  and  Growth  of  Business. 

Fields  of  Motor  Application,  bv  David  B.  Rushmore.  Proceedings 
of  the  A.  I.  E.  E.  June,  1915,  p.  1105. 

This  paper  is  the  fourth  and  last  part  of  a  treatment  of  Industrial  Power  Appli- 
cations, the  other  parts  of  which  have  been  Electric  Motors  (Proceedings  for 
February,  1915,  p.  187),  Electric  Controllers  (Proceedings  for  ;\Iay,  1915,  p.  711), 
and  Factors  Involved  in  Motor  Application  (Proceedings,  March,  1915,  p.  417), 
which  were  presented  respectively  at  the  New  York,  Pittsburgh  and  Cleveland 
Meetings.  The  object  of  the  paper  is  to  give  a  brief  outline  of  the  points  of  in- 
terest in  industry  and  to  point  out  the  factors  involved  in  the  application  of  electric 
motors  to  manufacturing  purposes.  It  is  intended  to  serve  as  an  introduction  to 
a  discussion  which  will  bring  out  the  points  of  interest  in  the  various  industries 
in  which  the  electric  motor  has  been  applied. 


256  T         Rate     Research 


COURT  DECISION  REFERENCES 


300^ — Investment  and  Return. 

Boyle  v.  St.  Louis  &  S.  F.  R.  Co.  et  al.  Decision  of  the  United 
States  District  Court,  E.  D.  Arkansas,  W.  D.  April  5,  1915.  222 
Federal,  539. 

The  railroad  company  brought  suit  to  enjoin  enforcement  of  the  two  cents  a  mile 
passenger  rate  established  by  an  Act  of  the  General  Assembly  of  the  State  of 
Arkansas  in  1907,  and  Standard  Distance  Tariff  No.  3,  promulgated  by  the  State 
Railroad  Commission,  June  4,  1908,  reducing  freight  rates.  Evidence  was  intro- 
duced to  show  that  the  net  earnings  of  the  company  from  all  of  its  intrastate 
business  were  but  little  more  than  2  per  cent  on  the  agreed  valuation  of  its  property, 
and  a  test  of  a  2^  cent  rate  for  eighteen  months  showed  that  if  the  2  cent  rate  was 
put  into  effect,  the  company's  intrastate  business  would  result  in  a  deficit.  The 
court  granted  a  perpetual  injunction,  restraining  the  enforcement  of  both  the  act 
and  the  order,  subject  to  the  right  of  the  state  to  apply  for  further  orders  to  meet 
changed  conditions.    . 

146— Transfer  or  Lease. 

West  Jersey  &  S.  R.  Co.  v.  New  Jersey  Board  of  Public  Utility 
Commissioners.  Decision  of  the  Court  of  Errors  and  Appeals  of 
New  Jersey.    April  22,  1915.     94  Atlantic  57. 

The  case  was  brought  on  appeal  from  a  judgment  of  the  Supreme  Court  sustaining 
a  demurrer  to  an  alternative  writ  of  mandamus  sued  out  by  the  West  Jersey  and 
Seashore  Railroad  Company  against  the  Board,  to  compel  the  Board  to  approve 
a  lease  proposed  to  be  made  by  the  relator  of  its  railroad  and  franchises  to  the 
Pennsylvania  Railroad  Company.     The  judgment  of  the  lower  court  is  affirmed. 

In  regard  to  the  scope  of  the  Board's  power  when  acting  upon  an  application  for 
a  lease,  the  Court  holds  that  the  Board  is  not  limited  to  the  finding  that  the 
statutory  procedure  has  been  followed,  but  is  vested  with  the  power  to  determine 
whether  or  not  the  making  of  the  lease  is  in  any  way  inimical  to  the  interests  of 
the  state. 

The  court  also  discusses  the  supervisory  power  of  the  Supreme  Court  over  the 
order  of  the  Board  and  says: 

"That  court  can  upon  certiorari,  or  under  the  statutory  procedure  i)rovided 
by  Section  38  of  the  act  of  1911,  review  such  action  for  the  purpose  of  ascer- 
taining whether  or  not  it  is  purely  arbitrary,  whether  or  not  it  has  a  reason- 
able basis  to  rest  upon,  whether  or  not  it  is  supported  to  any  extent  by  the  facts 
submitted  to  the  board  for  its  consideration;  and,  if  it  shall  l>e  made  to  appear 
to  the  court  that  such  action  is  iiurcly  arbitrary,  or  that  it  has  no  reasonable 
basis  upon  which  to  rest,  or  is  unsup])orted  l)y  the  facts  laid  l)efore  the  board, 
the  court  may  declare  it  null  and  void,  and  order  it  to  be  set  aside.  So,  too, 
if  the  board  refuses  to  consider  the  nuittcr  at  all,  the  court  l)y  mandamus  can 
comjxd  it  to  do  so.  But,  as  the  matter  of  granting  or  withholding  its  api)roval 
is  one  which  is  left  by  the  Legislature  to  the  sound  discretion  of  the  board, 
the  Supreme  Court  cannot  sul)stitute  its  own  judgment  for  that  of  this  legisla- 
tive agent,  and  compel  it  to  act  ui)on  the  application  for  its  approval  in  a 
specific  way.  High  on  Extr.  Leg.  Rem.  Section  34;  Benedict  v.  Howell,  39 
N.  J.  Law,  224;  Shumar  v.  Applegate,  51  N.  J.  Law,  120,  16  Atl.  59;  Conger  v. 
Freeholders  of  Middlesex,  55  N.  J.  Law,  112,  25  Atl.  275." 
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COURT  DECISIONS 

SPRINGFIELD  RATE  CASE 

244 — Rehearings  and  Appeal. 

Springfield  Gas  and  Electric  Company  v.  Missouri  Public 
Service  Commission.  Decision  of  the  District  Court  of  the  United 
States  for  the  Southern  Division  of  the  Western  District  of 
Missouri,  Granting  a  Temporary  Injunction  Restraining  the  Enforce- 
ment of  the  Commission's  Order  in  the  Springfield  Rate  Case. 

The  company  apphed  for  an  injunction  restraining  the  enforcement  of 
an  order  made  June  23,  1914,  by  the  Missouri  PubUc  Service  Commission, 
fixing  the  value  of  the  company's  property  and  the  rates  to  be  charged 
for  electric  service  in  Springfield.  (5  Rate  Research  211.)  A  tem- 
porary injunction  is  granted  by  the  court. 

The  progress  of  this  case  before  the  court  should  be  followed  with  great 
interest,  as  the  final  determination  regarding  electric  rates  in  Springfield 
will  be  the  first  electric  rate  case  to  be  decided  by  a  court  upon  appeal 
from  an  order  of  a  public  service  commission,  so  far  as  known. 

310— Valuation. 

The  opinion  of  the  court,  granting  the  temporary  injunction,  says: 

''The  opinion  and  order  of  the  Commission  discloses  that  it  took  the 
lowest  of  the  computations,  made  by  three  several  engineers,  of  the 
cost  of  reproduction  new  of  the  property  involved,  less  depreciation, 
made  substantial  reduction  thereon,  and  therefrom  deducted  an 
actual  cost  of  reproduction,  less  depreciation,  of  $200,126.  The 
fixed  valuation  of  $300,000  was  arrived  at  by  the  addition  thereto  of 
$100,000,  because  of  'considering  said  plant  as  a  going  concern  and 
taking  into  account  the  fact  that  said  plant  is  in  successful  operation, 
and  including  engineering.  super\ision  and  interest  during  con- 
struction, organization  and  general  expenses,  legal  expenses,  con- 
tingencies, insurance,  general  contractor's  profit,  promotion  and  other 
development    expenses,    working    capital,    and    including    all    other 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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elements  of  value,  tangible  and  intangible,  as  used  in  the  public 
service  in  supplying  electric  energy  at  Springfield.'  It  is  contended 
by  complainant  that  this  allowance  for  the  various  items  thus  recited 
is  unreasonably  low  to  the  point  of  confiscation.  The  commission 
has  made  an  omnibus  allowance  without  itemization  in  findings, 
opinion  or  order.  Hence  it  is  impossible  to  test  the  reasonableness 
of  its  findings  without  such  a  comprehensive  examination  of  the 
entire  case  as  is  impracticable  upon  a  preliminary  hearing  of  this 
nature." 

615.2 — Development  Rates. 

"Counsel  for  defendants  sought  to  justify  the  order  of  the  com- 
mission in  this  case  upon  the  ground  that  a  like  rate  is  in  force  at 
Joplin,  Missouri,  a  city  of  almost  the  same  population.  Complainant 
asserts  that  the  nature  of  the  industries  and  lousiness  conditions  at 
Joplin  operate  to  produce  a  materially  greater  net  return  at  Joplin 
than  at  Springfield.  To  this  the  defendants  reply  that  the  estal)lish- 
ment  of  an  identical  rate  at  Springfield  would  tend  to  build  up  a 
profitable  patronage  at  the  place  to  such  an  extent  as  to  equalize 
industrial  conditions  in  the  two  cities;  but  such  a  result  must  neces- 
sarily be  theoretical  and  speculative.  Conmiission  action  based  upon 
such  considerations  invade  the  right  to  control  and  management 
incidental  to  ownership.  In  Northern  Pacific  Railway  Company 
and  Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railway  Companv  v. 
State  of  North  Dakota,  ex  rel.,  T.  F.  McCue,  Attorney  General, 
the  Supreme  Court  of  the  United  States  has  said  that  it  is  beyond  the 
power  of  the  state  to  compel  the  establishment  and  maintenance  of 
rates  not  otherwise  reasonable  in  order  to  Imild  up  a  local  enterprise." 

310— Valuation. 

"It  is  apparent  that  if  the  contentions  of  complainant  be  sustained,  in 
any  substantial  degree,  the  return  upon  its  investment  would  fall 
short  of  a  fair  and  reasonable  return  at  the  rate  fixed  by  the  Com- 
mission itself.  It  further  appears  that  such  claims  demand  serious 
consideration.  The  court  has  been  embarrassed,  in  its  review,  by 
the  form  of  the  decision  and  findings  which  enumerate  in  general 
terms,  the  items  included,  but  fail  to  specify  the  amount  allowed  for 
each."     ... 

The  court  cites  Subsection  2  of  Section  78  of  the  Public  Serxice  Com- 
mission Act  requiring  the  Commission  to  "make  and  file  its  findings  of 
fact  in  writing  u])on  all  matters.  .  .  l)earing  on  th(>  value  of  the 
property"  of  the  corporations  affected,  and  the  court  says: 

"It  may  be  doul)te(l  whether  a  decision  and  findings  which  state 
nothing  but  the  total  valuation  fixed  by  tlu>  Commission,  witliout 
showing  the  amount  allowed  for  each  item  included,  would  be  ii 
compliance  with  the  manifest  purpose  of  the  law  to  permit  the  parties 
interested  to  test  in  court  the  questions  involvcnl.  lender  such 
cii-cumstances,  what  is  the  duty  of  the  court  upon  temporary  iiearing? 
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In  Newton  v.  Lewis,  79  Fed.  715,  the  Court  of  Appeals  announced 
the  rule  which  prevails  in  this  circuit. 

"  'When  the  questions  to  be  ultimately  decided  are  serious  and 
doubtful,  the  legal  discretion  of  the  judge  in  granting  the  writ  should 
be  influenced  largely  by  the  consideration  that  the  injury  to  the 
moving  party  will  be  certain,  great  and  irreparable,  if  the  motion  is 
denied,  while  the  inconvenience  and  loss  to  the  opposing  party 
will  be  inconsiderable,  and  may  well  be  indemnified  by  a  proper  bond, 
if  the  injunction  is  granted.  A  preliminary  injunction  maintaining 
the  status  quo  may  properly  issue  whenever  the  questions  of  law  or 
fact  to  be  ultimately  determined  in  a  suit  are  grave  and  difficult,  and 
injury  to  the  mo^'ing  party  will  be  immediate,  certain  and  great  if 
it  is  denied,  while  the  loss  or  inconvenience  to  the  opposing  party 
will  be  comparatively  small  and  insignificant  if  it  is  granted.' 

"Counsel  for  defendants  in  their  brief  point  out  that,  if  its  contention 
is  sustained,  complainant  will  seek  to  recover  its  losses  by  making 
charges  against  consumers  in  excess  of  the  rates  then  in  force.  They 
say: 

"  'After  a  final  hearing,  and  these  rates  declared  illegal,  the  com- 
plainant will  be  admirably  situated  to  make  such  collections.  Having 
a  monopoly  of  the  business  and  power  to  discontinue  the  service  at 
will,  complainant  has  the  whip  hand  and  requires  no  aid  from  court 
to  maintain  its  rights.' 

"A  sufficient  answer  to  this  argument  is  found  in  the  fact  that  con- 
sumers of  electricity  are  constantly  changing,  and  that  additional 
charges  could  scarcely  be  enforced  against  those  who  had  not  enjoyed 
the  lower  rate.  Moreover,  the  powers  of  complainant  are  not  so 
absolute  as  this  suggestion  of  counsel  would  imply.  It  would,  in 
most  cases,  be  put  to  its  recovery  at  law  and  this  would  involve  a 
multiplicity  of  suits  such  as  it  is  the  province  of  equity  to  prevent. 

"On  the  other  hand,  the  injury  to  the  moving  party  in  this  case  will  be 
certain,  great  and  irreparable  if  its  motion  be  denied  and  its  con- 
tentions ultimately  sustained,  while  the  inconvenience  and  loss  to 
each  consumer  will  be  inconsiderable  and  may  well  be  indemnified  by 
a  proper  bond.  A  course  of  business  that  will  insure  a  prompt 
refund  of  charges  ultimately  adjudged  to  be  excessive  may  easily 
be  prescribed  in  a  case  like  this.  The  complainant  offers,  in  place 
of  the  old  fifteen  cent  rate  for  residence  lighting,  to  install  rates  not 
in  excess  of  ten  cents  per  kilowatt-hour,  and  the  temporary  injunction 
will  be  granted  upon  that  condition.  It  will  further  be  provided  by 
the  order  that  such  a  record  shall  be  kept  by  the  complainant,  and 
such  evidence  of  consumption  and  payment  issued  to  the  consumer 
that  any  excess  due  the  latter  may  be  readily  computed  and  judicially 
determined.  A  bond  in  sufficient  amount  and  with  appropriate 
conditions  will  be  exacted  to  insure  compliance  with  the  order  made, 
and  jurisdiction  will  be  reserved  in  this  court  to  adjudicate  all  claims 
which  may  be  found  to  accrue  from  the  granting  of  the  temporary 
injunction  prayed." 
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RATES 

DETROIT,  MICHIGAN 

720— Rate  Schedules. 

The  Detroit  Edison  Company,  Detroit,  Michigan  (pop.  465,766), 
Electric  Rates  for  Light  and  Power  Service  as  of  July,  1915. 

The  company  has  issued  a  printed  pamphlet  of  its  rates  for  electric 
light  and  power  service  revised  as  of  July,  1915.  The  initial  rate  in  the 
commercial  lighting  schedules  has  been  reduced  from  12  cents  to  10 
cents  and  some  change  has  been  made  in  lamp  practice.  The  company's 
rates  now  in  effect  are  as  follows: 

COMMERCIAL  LIGHTING  RATES 
Annual  Contract 

Applicable  to  all  customei-s  contracting  for  service  for  one  year  and  guaranteeing 
30  hours'  use  of  maximum  demand  in  each  month. 

Regular  Rates. 

10  cents  per  kilowatt-hour  for  the  first  30  hours'  use  per  month  of  total  maximum 
demand. 

4  cents  per  kilowatt-hour  for  the  next  120  hours'  use  per  month  of  total  maximum 
demand. 

2  cents  per  kilowatt-hour  for  all  additional  use  per  month. 

Variant  Rates. 

(Lighting  with  incidental  power.  This  rate  is  especially  adapted  to  depart- 
ment stores  having  electric  elevators,  cash  carrier  systems  and  similar 
uses  of  power,  which  if  put  on  separate  circuits  and  separately  metered  would 
be  entitled  to  the  power  rate.  The  power  load  is  connected  so  that  it  does 
not  affect  the  demand  indicator.) 

10  cents  per  kilowatt-hour  for  the  first  30  hours'  use  i)er  month  of  maximum 
lighting  demand. 

4  cents  per  kilowatt-hour  for  all  additional  use  per  month. 

Prompt  Payment  Discount. 

Monthly  meter  bills  for  lighting  are  subject  to  discount  for  pr()iui)t  payment  as 
follows: 

10  per  cent  on  bills  less  than  $50.00. 
15  per  cent  on  bills  of  $.50.00  and  less  than  $100.00. 
20  per  cent  on  l)ills  of  $]0().0()  and  less  than  $200.00. 
25  per  cent  on  bills  of  $200.00  and  upwards. 

Term  of  Contract. 
One  year. 
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Lamp  Service. 

Original  installations  of  lamps  are  purchased  by  the  customer,  except  that  to 
each  residence  newly  wired  and  connected  for  the  first  time  the  company 
furnishes,  free,  20  Detroit  Edison  Standard  40-watt  Mazda  lamps  or  such 
less  number  as  may  be  necessary  for  its  equipment. 

Upon  the  return  of  the  burned  out  Mazda  lamps,  renewals  are  furnished  at  the 
following  schedule  of  prices: 

40-watt  Detroit  Edison  Standard  Mazda,  free. 
60-watt  Detroit  Edison  Standard  Mazda,  15  cents  per  lamp. 
100-watt  Detroit  Edison  Standard  Mazda,  15  cents  per  lamp. 
125-watt  Detroit  Edison  Standard  Mazda,  25  cents  per  lamp. 
150-watt  Detroit  Edison  Standard  Mazda,  25  cents  per  lamp. 
250-watt  Detroit  Edison  Standard  Mazda,  25  cents  per  lamp. 

Open  Order. 

Rate. 

10  cents  per  kilowatt-hour  up  to  sixty  hours'  use  per  month  of  connected  load. 
4  cents  per  kilowatt-hour  for  all  additional  use. 

Prompt  Payment  Discount. 

Same  as  in  "Annual  Contract"  rates. 

Minimum  Charge. 

50  cent.s  gross  [wr  month,  per  meter. 

Lamp  Service. 

Same  as  in  "Annual  Contract"  rate. 

Term  of  Contract. 

Service  may  be  terminated  by  three  days'  written  notice. 

RESIDENCE  LIGHTING  RATES. 

Rate. 

14  cents  per  kilowott-hour  for  a  number  of  units  per  month,  dependent  upon 
the  number  of  rooms  in  the  residence,  and  approximately  ecjual  to  twenty- 
five  hours'  use  per  month  of  ordinary  evening  demand. 

4     cents  per  kilowatt-hour  for  additional  use. 

Prompt  Payment  Discount. 

Same  as  in  "Annual  Contract"  rates  for  commercial  lighting. 

Minimum  Charge. 

50  cents  gross  per  month,  per  meter. 

Lamp  Service. 

Same  as  in  "Annual  Contract"  rate  for  commercial  lighting. 

Term  of  Contract. 

Service  may  be  terminated  by  three  days"  written  notice. 

CLASS  RATE— OPEN  ORDER, 

Optional  rate  for  churches,  society  rooms,  charitable  institutions,  and  schools. 

Rate. 

10  cents  per  kilowatt-hour  of  current  used  per  month. 
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Prompt  Payment  Discount. 

50  per  cent  discount  for  prompt  payment. 

Minimum  Charge. 

50  cents  per  month,  per  meter,  less  10 per  cent  discount  for  prompt  payment. 

CLASS  RATE— ANNUAL  CONTRACT. 

Optional  rate  for  theaters,  applicable  to  regular  theaters  that  do  not  use  service 
during  hours  of  system  peak  (4:00  to  6:30  P.  M.,  Central  Time);  and  where  one 
meter  controls  all  service. 

Rate. 

4  cents  per  kilowatt-hour  of  current  used  per  month. 

Prompt  Payment  Discount. 

For  payment  by  Saturday  after  date  of  weekly  bill,  as  follows: 

10  per  cent  on  weekly  bill  less  than  $12.50. 
15  per  cent  on  weekly  bill  of  $12.50  and  less  than  $25.00. 
20  per  cent  on  weekly  bill  of  $25.00  and  less  than  $50.00. 
25  per  cent  on  weekly  bill  of  $50.00  or  more. 

FLAT  RATE  LIGHTING—SUMMER  RESORTS. 
Rate. 

$10.00  for  the  first  three  months,  for  the  first  200  watts  connected  lighting  load. 
$5.00  for  the  first  three  months,  for  additional  200  watts  or  part  thereof. 
50  cents  per  month  additional  for  each  flat  iron  connected. 

Prompt  Payment  Discount 
No  Discount. 

Terms  and  Conditions. 

Service  continuing  after  first  three  months  charged  pro  rata. 

Payable  in  advance,  for  three  months,  when  connection  is  made;  and  for  con- 
tinuous service,  payable  on  demand. 

COMMERCIAL  POWER  RATE. 

General  Standard  Rate — Alternating  Current  Service. 

Demand  Charge: 

$4.50  per  month  per  kilowatt  of  demand  for  the  first  20  kilowatts. 
$3.00  per  month  per  kilowatt  of  demand  for  capacity  in  excess  of  20  kilowatts, 
plus  an 

Energy  Charge  of 

1  cent  per  kilowatt-hour  for  all  current  consumed. 

Term  of  Contract. 

Three  year  contract. 

Terms  and  Conditions. 

Lighting  not  exceeding  10%  of  the  reservation  may  be  connected  on  the  same 
meter,  liut  the  customer  must  furnish  any  pressm-e  reducing  or  safety  ajjpliances 
required;  and  assumes  all  the  risk  consequent  on  such  connection.  Current 
sold  under  power  rates  is  expressly  subject  to  stoppage  on  Sundays  and  holi- 
days, and  after  shop  hours,  to  permit  work  on  lines. 
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Direct  Current  Service. 
Rate: 

Demand  Charge. 

$4. .50  per  month  per  kilowatt  of  demand  for  the  first  100  kilowatts. 
$3.00  per  month  per  kilowatt  of  demand  for  capacity  in  excess  of  100  kilowatts, 
plus  an 

Energy  Charge  of 

1  cent  per  kilowatt-hour  for  the  first  250  hours'  use  of  demand  in  each  month, 

and 
0.6  cent  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Maximum  Demand. 

Demand  or  reservation  charge  is  established  by  averaging  three  one-hour 
meter  readings  of  a  set  of  readings,  taken  bi-monthly,  throughout  any  operat- 
ing day;    the  Company  selecting  the  day  and  the  three  hours  to  be  averaged. 

Prompt  Payment  Discoimt. 

o%  on  the  first  $100  of  each  monthlj'  bill,  and 
10%  on  excess. 

Terms  and  Conditions. 

Contract  is  not  written  for  a  less  demand  than  one  kilowatt. 

The  10%   limit  on   use   for    lighting  on   power   service    is   waived    on   direct 

current  connections  of  50  kilowatts  and  upwards. 

GENERAL  OPEN  ORDER— OPTIONAL  RATE. 
iCate I 

4  cents  per  kilowatt  hoiw. 

Prompt  Payment  Discount. 

5%  discount  for  prompt  payment  of  monthly  bills  up  to  $100  gross,  and 
10%  on  any  excess  over  $100. 

Minimum  Charge. 

$1.00  per  month  per  kilowatt  connected,  but  in  no  case  less  than  $1.00  or  more 
than  $10.00. 

Term  of  Contract. 

Service  may  be  terminated  by  three  days'  written  notice. 

Terms  and  Conditions. 

This  rate  is  not  applicable  to  motors  used  as  reserves  for  steam  plants  or  gas 
engines,  which  are  served  only  on  standard  three-year  contract  or  on  Time 
Differential  rate. 

CLASS  RATE— OPEN  ORDER. 

Optional  For  Charging  of  Automobile  Batteries. 

Rate: 

4  cents  per  kilowatt-hour  for  service  to  private  garages  on  separate  meter  less 

5%  discount  for  prompt  payment. 

3  cents  per  kilowatt-hour  for  service  to  public  garages;    less  10%  discount  for 

prompt  payment. 
Subject  to  stipulation  that  current  will  not  be  used  between  4  P.  M.  and  6:.30  P.  M. 
(Central  Time)  October  to  March,  inclusive.  Service  may  be  terminated  by  three 
days'  written  notice. 
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ALTERNATING   CURRENT  UNTRANSFORMED. 
Rate. 

Demand  Charge. 

$36  per  kilowatt  of  demand  per  annum,  for  the  first  200  kilowatts,  payable  in 
equal  monthly  installments. 

$15  per  kilowatt  of  demand  per  aimiun,  for  all  excess  over  200  kilowatts,  paj^able 
in  equal  monthly  installments;  plus  an 

Energy  Charge  of 

0.6  cent  per  kilowatt-hour  for  the  first  100,000  kilowatt-hours  per  month. 
0.5  cent  per  kilowatt-hour  for  all  excess  use  per  month. 

Prompt  Payment  Discount. 

0%  discount  for  promi)t  payment. 

Terms  and  Conditions. 

JNlinimum  reservation,  one  hundred  kilowatts. 

Term  of  Contract. 

Three  vear  contract. 


ALTERNATING   CURRENT  UNTRANSFORMED— 
LIMITED  HOUR   SERVICE. 

Offered  only  to  stated  Industries  (such  as  refrigeration)  which  are  essentially  or 
by  established  custom  not  in  operation  during  the  excluded  hours. 

These  hours  are  (Central  Time) : 

5  to  6:30  P.  M.,  Oct.  15  to  Nov.  15. 

4  to  6:.30  P.  M.,  Nov.  15  to  Jan.    15. 

5  to  6:.30  P.  M.,  Jan.   15  to  Feb.  15. 

Rate: 

Demand  Charge. 

$18.00  per  kilowatt  of  demand  per  annum  for  first  200  kilowatts. 
$12.00  per  kilowatt  of  demand  per  annum  for  all  excess,  plus  an 

Energy  Charge  of 

0.6  cent  i)er  kilowatt-hour  for  the  first  100,000  kilowatt-hours  per  month. 
0.5  cent  per  kilowatt-hour  for  all  excess  use  per  month. 

Prompt  Payment  Discount. 

5%  discount  for  pr<)m])t  payment. 

Terms  and  Conditions. 

Mininuiin  reservation,  one  liuudred  kih>\vatts. 

Term  of  Contract. 

Three  year  contract. 

Other  rates  which  are  offered  by  the  company  are  briefly  explained  in  their  printed 
pamphlet  of  rates,  as  follows: 

"Time  Differential  Rate.-  V  high  rate  during  certain  hours  of  the  day  and  a 

low  rate  duiing  t  lie  otlier  hours.     'I'his  optional  rate  is  chosen  by  factories  who 
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make  their  own  electric  light  during  the  hours  their  own  engine  is  running,  but 
who  want  to  purchase  current  from  us  at  other  times,  and  to  have  some  service 
avaihible  in  case  of  l)reak-down  of  their  own  machine. 

"Annual  Rate  for  Primary  Alternating  Current.— Blocks  of  1000  kilowatts. 
Desirable  only  for  large  installations  ojK'ratiiig  night  and  day. 

''Converting  Substation  Rate.— Blocks  of  1000 kilowatts.  This  rate  likewise 
is  desirable  only  for  large  installations  operating  day  and  night.  It  is  intended 
for  cases  where  our  ordinary  alternating  current  supply  is  not  suitable. 

"System  Substation  Rate— Direct  Current.— Blocks  of  not  less  than  300 
kilowatts,  the  customer  guaranteeing  use  of  such  blocks  5000  hours  and  upwards 
l)er  amium.  Offered  where  the  conditions  require  the  establishment  of  a  gener- 
al service  substation." 


COMMISSION  DECISIONS 
INDIANA 

300 — Investment  and  Return. 

Oakland  City  Electric  Light  and  Power  Company  v.  Incorporated 
Town  of  Oakland  City  (pop.  2,370),  Petition  for  the  Determination 
of  Reasonable  Rates.  Decision  of  the  Indiana  Public  Service  Com- 
mission,, Fixing  Rates.     April  2,  1915.     P.  U.  R.  1915  B.  846. 

The  company  alleges  that  the  city  ''attempted  to  adopt  an  ordinance 
imposing  a  certain  franchise  upon  the  company  which  attempted  to 
fix  unreasonable  rates;"  and  the  company  asks  that  the  Commission 
determine  reasonable  charges  for  electric  service. 

340 — Rate  of  Return. 

The  company  and  the  town  entered  into  an  agreement  by  which  the 
value  of  the  property  was  estimated  at  S28,000.  The  Commission 
accepts  this  estimate.  In  estimating  necessary  revenues,  the  Commis- 
sion uses  an  8%  return  on  investment. 

360 — Depreciation . 

An  allowance  of  4  per  cent  is  provided  for  annual  depreciation. 

720— Rate  Schedules. 

The  Commission  finds  that  the  following  charges  are  just  and  reasonable. 

COMMERCIAL  RATE. 
Rate: 

10 


5  cents  per  kilowatt  hour  for  the  first  50  kilowatt  hours  used  per  month. 
5  cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  used  per  month. 
6^  cents  per  kilowatt  hour  for  all  excess  used  per  month. 


Prompt  Payment  Discount. 

One-half  cent  per  kilowatt  hour  discount  where  bills  are  paid  within  ten 
days  after  said  bills  are  rendered  to  the  consumer. 
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Minimiim  Charge. 

50  cents  per  month  per  meter. 

POWER  RATE. 
Rate: 

7§  cents  per  kilowatt  hour  for  the  first  100  kilowatt  hours  used  per  month. 

51  cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  used  per  month. 
3^  cents  per  kilowatt  hour  for  all  excess  used  per  month. 

Prompt  Payment  Discount. 

One-half  cent  per  kilowatt  hour  discount  where  bills  are  paid  within  ten 
days  after  said  bills  are  rendered  to  the  consumer. 

Minimum  Charge. 

50  cents  per  horse-power  per  month. 

MUNICIPAL  LIGHTING. 

Rate: 

$50.00  per  year  per  lamp  for  30-250  watt  lamps. 
$26.00  per  year  per  lamp  for  13-125  watt  lamps. 
$15 .  00  per  year  per  lamp  for     8-60  watt  lamps. 


INDIANA 

112,5 — Ordinance  Rates. 

Tipton  Telephone  Company  v.  City  of  Tipton.  Application  For  an 
Order  Annulling  Rate  Contract  With  City.  Decision  of  the  Indiana 
Public  Service  Commission.     April  23,  1915.     P.  U.  R.  191.5C,  351. 

The  telephone  company  entered  into  an  agreement  with  the  city  which 
provided  that  the  company  would  not  increase  its  price  for  service  and 
that  the  city  would  not  grant  a  right  to  a  competing  company  to  enter 
the  territory  served  by  the  company.  The  company  now  alleges  that 
it  is  necessary  to  increase  rates  in  order  to  provide  for  adecjuate  service 
and  asks  that  the  Commission  annul  its  contract  with  the  city. 

The  Commission  finds  that  improvements  in  service  are  necessary  and 
a  bond  issue  is  authorized  for  the  purpose  of  providing  funds. 

In  regard  to  the  contract  with  the  city  fixing  rates,  the  Commission 
says: 

"It  is  contended  by  the  petitioner  that  the  contract  of  1898  is  not  of 
binding  effect  for  the  reason  that  the  city  had  no  authority  to  grant 
the  petitioner  a  monopoly  under  any  existing  law  of  the  state  at  the 
time  that  the  contract  was  entered  into.  "Citizens'  Gas  &  Min.  Co.  v. 
Elwood,  114  Ind.  832,  16  N.  E.  624. 

"The  commission  concedes  that  the  city  of  Tipton  had  no  authority  in 
law  to  enter  into  the  contijact  referred  to  in  the  petition ;  that  in  fact 
the  common  council  of  the  city  could  not  bind  the  municipality  by  the 
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agreement  made.  l)ut  on  the  contrary  could  at  any  subsequent  d^te 
have  legally  granted  a  franchise  to  a  competitive  comj^an}-.  It  is  not, 
however,  within  the  province  of  the  Commission  to  declare  the  con- 
tract null  and  void.  The  Commission  is  not  invested  with  the  power 
to  regulate  the  rates  and  service  of  a  public  utility  where  a  valid 
contractual  rate  has  been  established  between  the  utility  and  the 
municipality. 

"We  are  of  the  opinion  that  the  rates  of  the  petitioner  company  are 
subject  to  regulation  by  the  Public  Service  Commission  of  Indiana, 
when  proper  application  has  been  made  for  that  purpose  or  upon  the 
initiative  of  the  Commission  itself." 


ARIZONA 


222 — Accounts. 


Apphcation  of  Tucson  Gas,  Electric  Light  and  Power  Company, 
For  Authorization  to  Capitalize  Certain  Expenditures.  Decision  of 
Arizona  Corporation  Commission,  Making  Suggestions  Based  on 
Uniform  Classification  of  Accounts.  Mav  14,  1915^  P.  U.  R.  1915C, 
510. 

The  city  of  Tucson  ordered  the  applicant  to  remove  its  poles  and  wires 
from  certain  streets  and  to  place  such  poles  and  wires  in  alleys  designated 
by  the  city.  In  some  instances  iron  poles  will  be  installecl  to  serve  the 
lighting  wires,  and  the  city's  ornamental  lights.  The  question  at  issue 
is:  Shall  the  applicant  be  permitted  to  capitalize  this  expense?  Refer- 
ring to  the  order  of  the  Commission,  "In  the  Matter  of  a  Uniform 
Classification  of  Accounts  For  Electric  Corporations,"  the  Commission 
says : 

"The  cost  of  removing  the  poles  and  wires  from  the  streets  to  the 
alleys,  Avhen  the  line  is  not  lengthened  and  construction  remains  the 
same,  is  an  operating  charge  as  per  Docket  No.  60,  supra,  and  the 
expense  thereof  is  chargeable  to  operating  accounts. 

"The  placing  of  steel  or  iron  poles  in  lieu  of  wooden  or  other  poles  is  a 
proper  charge  to  capital  for  the  difference  between  the  material  and 
labor  necessary  to  install  the  steel  or  iron  poles  and  the  reproduction 
value  new  of  the  material  and  labor  abandoned. 

"An  observance  of  the  rules  of  accounting  prescribed  in  said  docket 
No.  60,  will  determine  the  issues  herein  set  forth. 

"Any  apparently  extraordinary  operating  costs  may,  upon  application 
to  the  Commission,  and  upon  a  proper  showing  in  the  premises,  be 
amortized  for  such  periods  as  the  Commission  may  determine. 

"No  order  appears  necessary,  and  we  recommend  that  the  applicant 
observe  the  suggestions  herein  set  forth." 
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ANNUAL  REPORTS 
PENNSYLVANIA 


252 — Commission  Annual  Reports. 

First  Annual  Report  of  the  Pennsylvania  Public  Service  Com- 
mission,  1913-1914,  609  pages. 

The  report  contains  an  account  of  the  disposition  of  cases  decided  by 
the  Raih-oad  Commission  between  January  1.  1913,  and  July  26,  1913, 
at  which  date  the  Railroad  Commission  went  out  of  existence;  and  a 
record  of  the  work  of  the  Public  Service  Commission  from  July  26,  1913, 
when  the  Commission  commenced  its  duties,  to  June  30,  1914,  is  given, 
including  decisions  rendered  during  that  period. 

132 — Protection  from  Competition. 

In  giving  an  account  of  the  action  of  the  Commission  upon  applica- 
tions for  cei'tificates  of  convenience  and  necessity  the  report  says: 

"One  case  in  which  the  certificate  was  refused,  attracted  more  atten- 
tion than  all  of  the  others  and  it  was  almost  at  once  followed  by  an 
effort  upon  the  part  of  the  officers  of  some  of  the  smaller  munici- 
palities throughout  the  State  to  have  this  part  of  the  Act  modified. 
The  case  was  one  where  it  was  proposed  to  burden  a  minor  munici- 
pality with  two  sets  of  poles  and  wires  for  furnishing  light,  heat,  and 
power.  It  is  the  evident  intention  of  the  Act,  as  it  exists,  that  excess 
of  rates  and  imperfection  of  serAice  shall  be  remedied,  not  liy  at- 
tempted competition,  accompanied  by  duplication  of  expense,  as 
formerly',  ])ut  by  the  exercise  by  the  Commission  of  the  control  and 
authority  vested  in  it  oA^er  the  corporation  sui:)plying  the  ser\'i('e.  This 
is  a  new  method  in  Pennsylvania,  though  long  in  use  elsewhere,  to 
which  her  people  have  not  yet  grown  entirely  accustomed.  It  is 
altogether  probable  that  when  they  learn  by  experience  that  there 
is  a  tril)unal  to  which  they  may  ai)pl\'  in  their  difference  with  the 
public  service  companies,  and  that  the  installation  of  competing 
companies  with  the  duplication  of  unsafe  and  unsightly  poles  and 
wires  affords  only  uncertain  and  temporary  relief,  they  will  be  more 
satisfied  with  this  provision  of  th(>  Act.  Its  ajipeal  would,  however, 
relieve  the  Conunission  from  many  burdens,  and,  in  the  view  of  the 
Commission,  it  is  a  matter  to  be  determined  by  the  wisdom  of  the 
Legislature,  having  regard  to  th(>  b(>st  interests  of  the  people. 

"The  (V)nnnission  has,  by  rule,  required  that  i)revi()us  lo  the  con- 
sideration of  these  contracts,  notice  of  the  api^lication  shall  be  given 
by  advertisement  in  the  newspai)ers  of  the  locality.     This  order  has 
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resulted  in  givino-  individual  citizens  tlie  opportunity  to  he  heard  and 
to  have  their  interests  considered  and  protected,  which  otherwise 
would  have  been  disregarded  or  only  established  after  tedious  and 
sometimes  expensive  litigation  in  the  courts.  The  contracts  which 
were  examined  exhibited  a  great  lack  of  uniformity  with  respect  to 
terms,  rates  and  the  services  to  be  rendered  in  different  nmnicipalities, 
and  oftentimes  a  want  of  proper  and  necessary  provisions.  The  Com- 
mission is  making  a  thorough  study  of  all  the  classes  of  public  service 
companies,  with  the  purpose  of  securing  as  nearly  as  may  be  practi- 
cable such  uniformity  in  connecton  with  municipal  contracts." 


REFERENCES 
RATES 

614 — Heating  and  Cooking. 

Rates  for  Electric  Heating  and  Cooking.  Editorial.  Electrical 
Review  and  Wester?!  Electrician,  July  17,  1915,  p.  95. 

The  editorial  points  out  the  advisability  of  offering  lower  rates  for  electric  cooking 
and  heating  than  are  generally  offered  by  electric  companies.  Attention  is  called 
to  the  central  stations  in  England  which  supply  energy  for  heating  and  cooking 
at  an  energy  rate  of  one  cent  per  kilowatt-hour,  usually  accompanied  by  a  demand 
charge.  The  paper  presented  at  the  meeting  of  the  Incorporated  Municipal 
Electrical  Association,  held  last  month,  entitled  "The  Practical  Result  of  the 
Point-Fiv9  Tariff"  by  Messrs.  A.  S.  Blackman  and  Thomas  Roles,  managing 
engineers  of  two  of  the  utilities  which  offer  the  rate,  is  mentioned  as  demon- 
strating that  it  is  possible  to  obtain  a  load  of  this  character  when  a  suitable  rate 
is  offered,  that  energy  can  be  supplied  at  such  a  rate,  and  that  no  substantial 
progress  can  be  made  at  least,  in  England,  in  supplying  electric  energy  for  these 
purposes  where  the  charge  per  kilowatt-hour  exceeds  one  cent. 


GENERAL 

113 — Financing. 

Financing  of  Public  Utility  Properties,  by  Andrew  Cooke.  Paper 
Read  Before  the  Meeting  of  the  Iowa  District  Gas  Association.  The 
Gas  Age,  July  15,  1915,  p.  57. 

The  paper  discusses  the  financing  of  public  utilities,  and  points  out  the  unfavorable 
conditions  induced  by  restrictive  laws,  hostile  or  imfair  regulation,  and  the  atti- 
tude of  the  public,  and  the  need  of  bringing  about  a  fair  and  liberal  attitude  toward 
the  industry  if  the  public  utility  field  is  to  be  developed  as  it  should  be. 

A  paper  on  the  same  subject  and  covering  practically  the  same  ground  was  pres- 
ented by  the  writer  before  the  Wisconsin  Electrical  Association  and  abstracted 
in  6  Rate  Research  319. 
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783—Safety  of  Service. 

The  HuxMAn  Side  of  Accident  Prevention,  by  Charles  B.  Scott. 
Read  Before  the  Southwestern  Electrical  and  Gas  Association.  T}ie 
Gas  Age,  July  15,1915,  p.m. 

Accident  prevention  work  in  public  utility  enterprises  is  discussed  and  it  is  stated 
that  no  national  employers'  organization  has  accomplished  more  in  accident 
prevention  than  the  National  Electric  Light  Association. 

910 — Pre  motion  and  Growth  of  Business. 

Electric  Power  in  the  Scotch  Industries.  Commerce  Reports,  3 
pages.     July  15,  191.5,  p.  238. 

Consul  Rufus  Fleming,  writing  from  Edinburgh,  states  that  there  are  indications 
that  the  use  of  electric  current  for  power  will  be  greatly  extended  in  the  near 
future  in  that  part  of  Scotland.  In  all  important  industrial  centers  electricity  for 
power  is  now  available  at  moderate  cost.  The  charge  in  Edinburgh  varies  from 
2.1  cents  to  1.7  cents  per  imit,  according  to  the  quantity  used.  The  use  of  electric- 
ity has  recently  been  introduced  in  the  woolen  industry,  and  a  brief  description 
is  given  of  the  electrical  eciuipment  in  the  cloth  mill.  A  statement  issued  by  an 
electric  power  company  operating  in  the  Edinburgh  district  is  quoted  in  full, 
which  gives  the  horsepower  generally  considered  necessary  for  driving  purposes 
in  ordinary  trades  and  industries  and  the  approximate  cost  of  motors. 


COURT   DECISION  REFERENCES 

112.5 — Ordinance  Rates. 

City  of  Columbus  v.  American  Gas  Company.  Decision  of  the 
Supreme  Court  of  Kansas.     June  12,  1915.     149  Pacific  402. 

The  gas  company  has  a  franchise  which  contains  an  express  provision  that  the 
rate  for  natural  gas  shall  not  exceed  twenty-five  cents  for  one  thousand  cubic  feet. 
Under  the  ordinance  the  company  has  the  right  to  shut  off  gas  from  any  consumer 
in  arrears  for  a  longer  period  than  fifteen  days.  The  company,  hoAvever,  under- 
took to  require  a  guarantee  deposit  of  $5.00,  and  it  also  added  a  penalty  of  five 
cents  a  thousand  on  all  bills  not  paid  by  the  tenth  of  the  month.  The  city  brought 
suit  to  enjoin  the  company  from  exacting  charges  in  excess  of  those  permitted  by 
the  franchise.  The  judgment  of  the  lower  court  for  defendant  company  is  reversed 
by  the  Supreme  Court.     The  opinion  says: 

"With  all  the  well-known  means  of  enforcing  prompt  payment  available  for 
suggestion  and  adoption,  the  company  contracted  with  the  city  and  accepted 
its  franchise  on  a  basis  of  charging  its  consumers  no  more  than  the  rate  specified. 
By  reciuiring  a  deposit  of  .S5.00  from  each  patron  a  fund  would  be  created  the 
interest  on  which  would  be  of  value,  adding  materially  to  the  income  arising 
from  the  contract  rate,  and.  of  course,  an  luhlition  of  5  cents  a  thousand  for 
non-payment  at  a  certain  time  in  the  month  is  i)lainly  an  additional  ciiarge, 
and,  while  both  of  such  regulations  might  well  be  deemed  reasonable  in  the 
absence  of  an  express  limitation,  the  j)rinciple  was  well  stated  in  City  of  Win- 
field  V.  Water  Co.,  51  Kan.,  70,  86;  32  Pac.  (Hiii  (HiT: 

"  'We  hardly  see  how  the  water  company,  by  any  mere  regulations  of  its  own 
could  impose  upon  the  citizens  higher  rates  for  the  use  of  water,  or  more  bur- 
densome terms,  than  are  provided  for  in  the  ordinance.'  " 

The  court  concludes  that  the  guarantee  deposit  and  the  delayed  payment  penalty 
were  improperly  required  and  imposed. 
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For  statement  of  facts  and   opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

MASSACHUSETTS 

132 — Protection  from  Competition. 

Appeal  of  the  Adams  Gas  Light  Company  From  An  Order  of  the 
Selectmen  of  the  Town  of  Adams  Granting  the  Connecticut  River 
Transmission  Company  Authority  to  Erect  and  Maintain  Transmission 
Lines  For  Electric  Service.  Decision  of  the  Massachusetts  Board  of 
Gas  and  Electric  Light  Commissioners,  Limiting  Transmission  Com- 
pany to  Serv'ce  of  Large  Power  Customers,  July  2,  1915. 

The  object  of  the  appeal  is  to  have  established  the  limitations  under 
which  the  transmission  company  shall  engage  in  the  distribution  of 
electricity  in  the  territory,  which  was  already  supplied  by  the  Adams 
Gas  Light  Company. 

LTnder  the  Massachusetts  laws  there  is  no  "certificate  of  convenience  and 
necessity"  provision  which  is  in  a  number  of  the  public  service  com- 
mission laws  of  other  states.  In  a  city  or  town  in  which  a  company  is 
engaged  in  the  manufacture  or  sale  of  electricity,  no  other  person, 
firm  or  corporation  is  allowed  to  erect  and  maintain  in  the  streets  any 
wires  for  the  transmission  of  electricity  without  the  consent  of  the  local 
authorities,  and  provision  is  made  for  appeal  from  the  decision  of  the 
local  authorities  to  the  Board  and  its  decision  is  final.  (Section  156-160, 
inclusive.  Chapter  742,  Acts  of  1914.)  In  such  cases  on  appeal,  the 
Board  has  the  power  to  determine  to  what  extent,  if  at  all,  competition 
should  be  permitted. 
132.8 — Unnecessary  Duplication. 

The  Board  has  pointed  out  in  a  number  of  cases  the  disadvantages  of 
unnecessary  dupUcation  of  facilities.  (Worcester  Electric  Light  Com- 
pany, Ninth  Annual  Report,  p.  20),  [2  Rate  Research  196.] 

In  the  present  case,  the  Board  does  not  entirely  prohibit  the  second 
company  from  entering  the  field,  but  restricts  the  activities  of  the 
transmission  company  to  the  furnishing  of  electricity  "in  bulk."  This 
company  is  furnishing  service  only  to  the  street  railway  company  and 
to  two  manufacturing  concerns. 

EoiToaiAL  Note. — All  indented  matter  is  direct  quotation. 
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A  situation  similar  to  the  one  in  the  present  case  was  before  the  Board 
in  the  Fitchburg  Case  (Twenty-fifth  Annual  Report,  p.  43);  the  Wor- 
cester Case  {Supra  p.  55);  and  the  Clinton  Case  (Twenty-seventh 
Annual  Report,  p.  39). 

In  the  Fitchburg  case,  when  this  situation  was  first  presented  before  the 
Board  the  position  of  the  local  company  as  compared  with  the  trans- 
mission company,  the  rights  of  the  respective  companies,  and  possible 
advantages  or  disadvantages  to  the  public  should  the  transmission 
company  be  permitted  to  come  in  and  furnish  service  only  to  certain 
large  users,  were  very  carefully  considered. 

In  that  case  the  Board  said: 

"The  public  character  of  the  Fitchburg  Company's  business  is  un- 
questioned. It  cannot  select  its  own  customers,  supplying  some  and 
refusing  to  supply  others,  or  fix  permanently  its  own  prices.  It  must 
have  adequate  facilities  for  serving  all  persons  in  Fitchburg,  wherever 
located,  who  may  reasonably  require  a  supply  of  electricity,  and 
charge  no  more  than  a  reasonable  compensation  therefor.  The 
public  character  of  the  Transmission  Company  is  not  so  clearly 
established.  It  has  sought  locations  for  its  lines  primarily  to  reach 
only  a  certain  class  of  power  customers,  and  its  willingness  to  serve 
others  is  merely  incidental  to  accomplishing  this  primary  purpose. 
No  express  power  is  vested  in  this  Board  or  in  any  other  authority 
to  fix  rates  for  its  service  or  to  compel  it  to  supply  persons  desiring 
its  service.  If  it  were  to  attempt  to  supply  throughout  the  city 
all  who  might  desire,  the  added  investment  necessary  to  construct  its 
lines  and  the  cost  of  their  maintenance  would  probably  materially  in- 
crease the  price  which  it  would  be  necessary  to  charge  for  power.  Such 
a  duplication  of  electric  lines  in  the  public  streets  of  a  thickly  settled 
community  would  be  a  serious  inconvenience,  and  a  burden  not  to  be 
tolerated  without  some  distinct  assurance  of  a  definite  and  permanent 
advantage  to  the  public  generally.  All  previous  experience  demon- 
strates the  futility  of  any  attempt  to  secure  such  advantage  in  that 
way.  Such  a  course  has  ordinarily  led  to  unnecessary  waste  of 
capital,  and  ultimately  imposed  needless  burdens  upon  the  com- 
munity. Every  effort  should  be  made  to  secure  the  supply  of  power 
at  the  lowest  possible  rates,  without  the  evils  incident  to  unrestricted 
competition  and  the  inconvenience  and  dangers  incident  to  the 
extensive  multiplication  of  electric  lines  in  the  public  streets. 
612— Power. 

"It  is  obvious  that  electric  power  cannot  be  sold  to  power  users  at  a 
price  much,  if  any,  in  excess  of  what  it  would  cost  them  to  produce 
their  own  power.  l^]lectric  light  companies,  intended  primarily  for 
the  supply  of  light,  have  generally  l)(>en  able,  without  substantially 
increasing  their  investment,  to  increase  their  output  and  make  their 
business  more  profitable  by  the  supply  of  electric  power.  To  do  this, 
however,  companies  have  been  compelled  to  make  pric(\s  for  this 
service  low  enough  to  be  attractive  to  power  users,  yielding  usually 
considerably  less  per  unit  than  the  average  price  recjuired  to  make 
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its  business  profitable.  To  what  extent  it  may  be  advisable  for  such 
companies  to  make  the  necessary  investment  expressly  for  the  supply 
of  large  users  of  power  is  a  question  not  yet  solved  by  experience, 
and  dependent  probably  for  a  correct  answer  very  largely  upon  local 
conditions. 

612.2— Large  Power. 

''With  companies  organized  exclusively  for  the  supply  of  electric 
power,  like  the  Transmission  Company  in  this  case,  the  conditions 
are  distinctly  different.  Its  investment  for  the  development  of  the 
water  power  makes  available  a  large  amount  of  fluctuating  power,  in 
hydraulics  described  as  'primary'  and  'secondary,'  for  all  of  which 
it  needs  a  stable  and  continuous  market  to  make  its  business  profit- 
able. It  will  be  greatly  aided  to  the  attainment  of  this  end  by  its 
ability  to  select  as  many  large  customers  as  possible,  so  as  to  reduce 
to  a  minimum  all  charges  for  distribution,  investment  and  operation. 
If  the  Transmission  Company  must,  in  addition  to  developing  its 
water  power  and  building  its  transmission  lines,  construct  and 
maintain  distribution  systems  in  every  community  which  its  lines 
reach,  so  as  to  enal^le  it  to  supply  all  persons  who  may  desire  to  use 
power,  one  of  two  things  will  most  likely  happen ;  either  it  must  make 
a  price  for  power  too  high  to  attract  large  users,  or  its  prices  to  small 
users  will  not  be  appreciably  less  than  the  prices  at  which  the  Fitch- 
burg  Company  can  afford  to  sell  its  power. 

"For  the  reasons  indicated  it  would  seem  that,  under  the  present 
conditions  at  least,  the  two  companies  interested  in  this  decision  are 
not  natural  competitors  for  every  class  of  power  business  in  Fitch- 
burg;  in  other  words,  it  is  extremely  doubtful  if  the  Htchburg  Com- 
pany is  in  a  position  to  profitably  undertake  to  supply  large  power 
users,  and,  on  the  other  hand,  it  is  equally  doubtful  whether  the 
Transmission  Company  can  undertake  to  give  the  same  advantages 
to  both  small  and  large  users  of  power." 

The  Board's  order  in  the  case  authorized  the  Transmission  Company  to 
supply  only  those  customers  whose  rated  capacity  is  not  less  than  300 
electrical  horse-power,  and  whose  annual  consumption  is  not  less  than 
450,000  horse-power  hours.  It  is  suggested,  also,  that  the  local  company 
buy  from  the  Transmission  Company  such  energy  as  can  be  purchased 
at  a  less  price  than  the  local  company  can  make  it. 

132 — Protection  from  Competition. 

In  the  Clinton  case,  supra,  the  Board  said: 

"It  has  been  the  established  legislative  policy  of  the  Commonwealth 
that,  so  long  as  such  an  agency  for  the  distribution  of  electricity  in  any 
given  territory  is  adequately  and  properly  performing  its  public  duty, 
the  public  interest  is  better  served  by  public  supervision  and  regu- 
lation than  by  competition.  The  advent  of  the  Transmission 
Company  into  communities  already  supplied,  for  the  purpose  of 
selling  electricity  primarily  to  large  consumers  for  manufacturing 
and  mechanical  uses,  and  to  a   considerable   extent  as  'secondary 
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power,'  has  developed  a  novel  and  important  phase  of  the  problem 
with  which  the  Board  in  administrating  the  legislative  policy  pre- 
viously described  has  already  had  to  deal.  In  each  instance  which 
has  been  brought  to  the  attention  of  the  Board  the  local  authorities 
as  in  this  ease,  have  attempted  to  preserve  competitive  relations 
between  the  new  company  and  the  one  already  established,  but  have 
hesitated  to  compel  it,  as  a  condition  of  admission,  to  observe  the 
duties  and  obligations  of  a  public  servant,  to  serve  all  with  adequate 
facilities  without  discrimination  and  for  no  more  than  a  reasonable 
compensation,  since  such  a  requirement,  being  obviously  not  included 
in  the  company's  purpose,  might  discourage  or  wholly  prevent  the 
entry  of  the  new  company  into  the  field  for  any  purpose  whatsoever. 
Anything  short  of  an  insistence  on  this  condition  must,  however, 
inevitably  fail  to  give  the  entire  community  the  advantage  of  two 
sources  from  which  electricity  for  mechanical  and  manufacturing 
purposes  may  be  purchased.  On  the  other  hand,  an  insistence  on 
this  condition  will  probably  ultimately  result  in  no  greater  advantage 
to  the  community  than  its  supply  by  one  public-ser\dce  agency 
properly  regulated  and  supervised. 

"To  put  the  matter  more  concretely,  the  Transmission  Company 
came  into  Clinton  to  reach  the  Lancaster  Mills  and  the  Marlborough 
Electric  Company  at  the  Berlin  line.  Without  these  objectives  it 
would  never  have  sought  admission  to  Clinton.  Unless  compelled 
by  law,  any  sale  of  electricity  by  it  to  small  power  users  will  be  casual 
and  incidental  merely  to  its  primary  purpose.  If  compelled  by  law  to 
supply  any  one  customer,  there  is  no  sound  reason  why  it  should  not 
be  recjuired  to  supply  all  who  may  desire  its  service,  and  to  extend 
its  lines  so  far  as  may  be  reasonably  necessary  for  this  purpose.  In 
that  event,  for  reasons  fully  discussed  in  the  Board's  prior  decisions, 
there  is  at  least  doubt  whether  it  can  charge  much  if  any  less  than 
the  prices  at  which  the  Gas  Company  can  afford  to  sell  electricity  to 
small  users  of  power.  If,  however,  the  Transmission  Company  should 
serve  all  who  might  require  a  supply  of  electricity  from  it,  and  should 
sell  electricity  for  all  purposes  other  than  light,  at  prices  less  than 
charged  by  the  Gas  Company,  the  numerically  few  users  of  power 
might  benefit,  but  the  numerous  users  of  electricity  for  light,  in- 
cluding the  community  itself,  as  the  most  important  consumer  of  all, 
would  gain  no  advantage.  In  fact,  inasmuch  as  (experience  has 
developed  that  low  prices  for  electricity  for  light  are  dependent  upon 
the  extent  and  diversity  of  the  use  of  electricity  for  other  purposes, 
it  seems  fair  to  conclude  that  any  attempt  to  compel  these  two 
companies  to  observe  competitive  relations  may  not  result  in  any 
advantage  to  small  users  of  power,  and  if  it  does,  then  only  at  a 
corresponding  disadvantage  to  the  community  as  a  whole." 

The  order  in  this  case  is  practically  the  same  as  in  the  Fitchburg  case 
above  abstracted. 

In  the  Adams  case,  it  was  suggested  in  behalf  of  the  Adams  Gas  Light 
Company  and  the  Connecticut  Transmission  Company  that  an  arrange- 


Rate     Research  279 


ment  similar  to  that  established  in  connection  with  the  entry  of  the 
Transmission  Company  into  Clinton  would  be  satisfactory.  As  there  was 
no  opposition  to  such  a  plan  the  Board  entered  its  order  without  further 
discussion  of  the  situation  merely  referring  to  its  holdings  in  previous 
cases. 

MASSACHUSETTS. 

300— Investment  and  Return. 

Complaints  v.  Marlborough-Hudson  Gas  Company,  Alleging 
that  Rates  for  Gas  Service  in  Marlborough  and  Hudson  are  Excessive. 
Decision  of  the  Massachusetts  Board  of  Gas  and  Electric  Light 
Commissioners,  Fixing  the  Maximum  Price,  July  9,  1915. 

As  grounds  for  the  maintenance  of  the  present  price  for  gas  service,  coun- 
sel for  the  company  urged  the  fact  that  no  dividends  were  paid  during 
the  first  thirty-five  years  of  the  company's  life.     The  Board  says: 

"This  last  contention  raises  an  important  and  what  might  be  in  many 
cases  a  delicate  question  of  the  relative  rights  and  obligations  of 
stockholder  and  consumer.  The  issue  hinges  upon  whether  or 
not  the  failure  to  obtain  a  return  was  due  to  lack  of  good  manage- 
ment or  to  some  attribute  inherent  in  the  venture  itself.  But  after 
the  lapse  of  any  considerable  period  of  years,  and  especially  with 
several  intervening  changes  in  ownership,  it  becomes  well-nigh 
impossible  of  a  fair  determination.  Moreover,  it  is  hardly  to  be 
assumed  that,  even  if  there  was  no  mismanagement,  purchasers  of 
the  stock  of  such  a  company  would  have  considered  the  possible 
right  to  be  reimbursed  for  the  lack  of  dividends  in  past  years,  as  a 
material  element  of  value.  The  evidence  in  this  case  seems  to  show 
that  the  business  of  the  company  in  its  early  days  was  conducted 
primarily  for  the  convenience  of  the  incorporators  rather  than  of  the 
public.  Although  in  large  measure  free  to  conduct  its  business  as 
it  would,  little  provision  was  made  for  the  inevitable  inadecjuacy 
and  obsolescence  of  its  works,  and  when  reconstruction  or  additions 
were  needed  new  money  was  raised.  In  such  circumstances  it  is 
hard  to  discover  a  substantial  basis  for  the  present  claim.  In  fact, 
it  might  be  easier  to  find  in  these  circumstances  evidence  of  poor 
management. 

"A  more  important  and  difficult  question,  however,  arises  over 
the  substantial  impairment  of  the  company's  capital,  which  the 
Board  has  found  in  its  investigation  of  this  case,  and  of  a  pending 
application  for  the  approval  of  an  increase  of  stock.  Without 
attempting  to  determine  to  what  causes  this  is  due  or  to  what  extent 
the  different  managements  of  the  company  have  been  responsible, 
it  is  clear  that  the  new  money  which  has  gone  into  the  property  in 
recent  years  has  been  essential  to  the  proper  service  of  the  territory 
supplied.  It  was  conceded  by  the  city  that  the  company  was 
entitled  to  a  return  on  the  original  cost  of  all  of  the  property  now 
actively  and  necessarily  employed  for  the  public  convenience.  It 
is  equally  sound  that  the  investment  so  represented  shall  be  kept 
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good.  But  the  management  should  not  attempt  to  shoulder  upon 
the  public  the  full  burden  of  such  past  losses  and  imprudences  as 
it  has  inherited.  The  holding  association  which  it  has  superimposed 
upon  this  company,  with  its  issues  of  securities  largely  in  excess  of 
the  authorizecl  securities  of  the  underlying  companies,  creates  a 
fear,  already  in  part  realized,  that  between  the  claims  of  the  plant 
and  of  the  holders  of  the  association's  stock  the  trustees  will  yield 
to  the  latter  and  encroach  upon,  if  need  be,  what  has  been  provided 
for  the  upkeep  of  the  former  in  the  price  charged. 

"In  reaching  its  conclusion  as  to  price,  the  Board  has  given  such 
weight  to  these  various  considerations  as  in  its  judgment  the  equities 
of  the  case  demand.  In  its  opinion  the  price  hereinafter  recom- 
mended will  be  fair  to  the  public  supplied,  and,  taken  in  connection 
with  its  order  of  even  date  approving  an  issue  of  stock  for  this  com- 
pany, and  with  wise  and  prudent  management,  will  also  be  sufficient 
for  the  company's  reasonable  needs." 

NEW  JERSEY 
129.1— Discrimination. 

Investigation  of  Discrimination  in  Rates  Charged  by  the  Farmingdale 
Lighting  Company.  Decision  of  the  New  Jersey  Board  of  Public 
Utility  Commissioners,  Eliminating  Practice  of  Allowing  Discounts 
to  Employees.     July  12,  1915. 

In  an  investigation  which  was  primarily  for  the  purpose  of  imposing 
service  conditions,  the  attention  of  the  Board  was  directed  to  dis- 
crimination in  rates. 

"The  rates  filed  with  this  Board  provide  for  eighteen  cents  per 
kilowatt-hour  with  a  discount  of  5%  if  paid  by  the  fifth  day  of  the 
month;  on  bills  in  excess  of  ten  dollars  a  discount  of  10%  is  allowed. 
The  officers  and  certain  employees  of  the  company,  are  allowed  a 
discount  of  25%;  and  the  linemen,  a  discount  of  66|%  on  their  bills 
if  paid  within  the  same  time.  One  customer  of  the  company  had 
been  allowed  a  discount  of  25%,  but  this  discount  the  company  states 
has  been  discontinued.  The  company  endeavors  to  justify  the 
unusual  discrimination  in  favor  of  its  officers  on  the  ground  they 
receive  no  salary  or  other  compensation,  but  that  is  not  a  valid 
reason. 

"It  has  been  repeatedly  held  that  a  director,  stockholder  or  employee 
of  a  utility  company  is  entitled  to  no  preference  or  advantage  in  the 
matter  of  the  rate  he  is  to  pay  for  service.  The  only  exceptions  are 
those  expressly  made  by  statute.  They  should  all  be  charged  the 
regular  rate.  Matters  of  salaries  and  wages  should  be  treated  on 
a  more  businesslike  basis  than  discrimination  in  rates  for  service. 
The  Public  Utility  Act  of  this  state  provides  that  no  public  utility 
shall  make  any  unjustly  discriminatory  or  unduly  preferential  rate, 
charge  or  schedule  for  any  service  supplied  or  rendered  by  it;  or  make 
or  give,  directly  or  indirectly,  any  undue  or  unreasonable  preference 
or  advantage  to  any  person  or  corporation,  etc. 
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"Under  the  prohibitions  just  referred  to  the  practice  of  allowing 
directors,  officers  and  employees  different  rates  of  discounts  than 
are  allowed  to  other  purchasers  of  electric  current  is  clearly  illegal. 

"It  is  therefore  ordered  that  the  discrimination  in  favor  of  directors, 
officersandemployeesof  the  company  be  discontinued."     .     .     . 

WEST  VIRGINIA 

226.5— Standards  of  Service. 

Rules  for  the  Government  and  Regulation  of  Electric  Water 
AND  Gas  Public  Utilities.  Issued  by  the  West  Virginia  Public 
Service  Commission.     July  15,  1915. 

The  Commission  has  adopted,  and  published  in  pamphlet  form,  rules 
and  regulations  governing  electric,  gas,  and  water  utilities,  to  be  effective 
as  of  August  1,  1915.  General  rules  for  electric  utilities,  applying  to 
operation  and  maintenance,  provide  that  each  utility  shall  maintain 
its  plant  and  system  so  as  to  furnish  safe  and  adequate  service,  and  that 
construction  shall  be  in  accordance  with  the  National  Electrical  Code 
and  good  standard  practice.  Rules  are  given  governing  the  location  of 
meters,  the  testing  of  meters,  testing  equipment,  accuracy  require- 
ments, methods  of  testing,  installation  tests,  periodic  tests,  request 
tests,  and  complaint  tests  to  be  made  by  the  Commission  at  charges 
named  in  the  rules,  and  meter  records  and  reports.  A  copy  of  the  com- 
plete schedule  of  rates,  a  copy  of  the  Commission  Law  and  a  copy  of 
these  rules  and  regulations  are  to  be  provided  in  the  office  of  every  utility 
for  the  information  of  the  public,  and  the  rules  also  provide  for  informa- 
tion to  consumers  regarding  reading  of  meters,  consumers'  bills,  lamp 
service  and  kinds  of  service  furnished  by  the  utility.  Other  rules  apply 
to  standard  voltage,  standard  frequency,  voltage  and  current  surveys 
and  records,  station  records  and  interruption  of  service,  and  accident 
reports.  The  following  are  a  number  of  the  rules  applying  to  meters 
and  meter  testing  and  other  matters  of  general  interest. 

513 — Meter  Basis. 

"After  January  1,  1916,  no  electricity  shall  be  furnished  and  sold 
within  the  state  of  West  Virginia,  except  by  metered  service. 

"This  does  not  apply  to  window,  outside  decorative  lighting,  street 
lighting  transient  consumers  where  the  wiring  furnishing  such 
service  is  entirely  separate  from  the  wiring  inside  of  buildings,  used 
for  general  lighting  purposes,  and  limited  service  as  now  furnished 
by  the  use  of  excess  indicators  or  similar  devices. 

"For  good  cause  shown,  the  Commission  will  allow  exceptions  to  this 
rule  in  special  cases.  This  rule  shall  not  apply  to  persons  or  com- 
panies that,  as  an  incident  only  to  their  main  business,  furnish 
electricity  in  small  quantities  to  consumers." 

580 — Terms  and  Conditions. 

"Any  utility  may  require  from  any  consumer  or  applicant  a  minimum 
cash  deposit  of  two  dollars  and  fifty  ($2 .  50)  cents  or  other  guaranty 


282  7         Rate     Research 


of  an  amount  not  to  exceed  the  estimated  60-day  bill  of  the  consumer. 
Interest  thereon  at  the  rate  of  six  (6%)  per  cent  per  annum,  payable 
upon  the  return  of  the  deposit,  shall  be  paid  by  the  iitility  to  every 
consumer  making  such  deposit,  for  the  time  such  deposit  was  held 
by  the  utihty." 

786 — Tests  and  Accuracy  of  Meters. 

"No  watt-hour  meter  that  has  an  error  in  registration  of  more  than 
two  (2%)  per  cent,  plus  or  minus,  at  either  light  load  or  heavy  load 
shall  be  placed  in  service.  Whenever  on  installation,  periodic  or 
any  other  test,  a  meter  is  found  to  exceed  these  limits,  it  must  be 
adjusted  so  as  to  register  correctly  to  within  two  (2%)  per  cent, 
at  light  load  and  at  heavy  load  and  to  be  without  creep. 

"Whenever  a  meter  in  service  is  found  upon  periodic,  request  or  com- 
plaint test,  to  be  more  than  two  (2%)  per  cent  fast  additional  tests 
shall  at  once  be  made  as  stipulated  ...  so  as  to  determine 
the  average  error  of  the  meter."  (For  the  determination  of  the 
average  percentage  of  accuracy  the  meter  is  to  be  tested  at  two  loads, 
one  tenth  of  the  full  rated  capacity,  and  full  rated  capacity.  The 
average  of  these  tests  is  taken  to  be  the  condition  of  the  meter.) 

"Whenever  a  meter  is  found  to  have  an  average  error  in  registration 
exceeding  two  (2%)  per  cent  as  above  defined,  the  utility  shall  refund 
to  the  consumer  such  a  percentage  of  the  amount  of  the  bills  for  a 
period  equal  to  one-half  of  the  time  elapsed  since  the  last  previous 
test,  as  the  meter  is  found  to  he  in  error  at  the  time  of  the  test,  but 
in  no  case  to  exceed  three  months,  provided,  however,  that  the  Com- 
mission may  relieve  the  iitility  from  this  requirement  in  any  particu- 
lar case  to  any  extent  that  the  facts  may  appear  justly  to  require. 

"Similarly,  when  a  meter  is  found  to  be  more  than  two  (2%)  per 
cent  slow  by  like  tests,  the  utility  may  make  application  to  the 
Commission  for  authority  to  render  a  bill  to  the  consumer  for  elec- 
tricity supplied,  during  a  period  equal  to  one-half  of  the  time  elapsed 
since  the  last  previous  test,  not  covered  by  bills  previously  rendered ; 
but  said  application  should  be  made  only  in  cases  of  substantial 
importance,  and  should  be  accompanied  by  a  statement  of  all  the 
facts  in  the  case." 

MISSOURI 

132.8 — Unnecessary  Duplication. 

Kansas  City  Connecting  Railkoad  Company,  Application  for  a  Cer- 
tificate to  Build  and  Operate  Terminal  Transportation  Facilities.  De- 
cision of  the  Missouri  Public  Service  Commission  as  to  the  Necessity 
for  the  Additional  Facilities.     May  22,  1915. 

The  Commission  refers  to  the  statute  prescribing  the  terms  upon  which 
a  railroad  corporation  may  begin  construction  of  a  railroad  (Section  53 
of  the  Public  Service  Commission  Law),  and  says: 
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"This  statute  also  evidences  a  radical  change  in  the  policy  of  the 
State  toward  the  construction  of  additional  lines  of  railroad  or  the 
extension  of  existing  lines.  In  the  early  history  of  railroad  building 
in  this  State,  to  such  an  extent  was  railroad  construction  encourgaed 
that  counties  and  municipalities  were  authorized  to  vote  bonds  in 
aid  of  such  construction,  and  even  the  State  itself  rendered  financial 
aid  in  a  number  of  instances.  Now,  however,  before  a  railroad  cor- 
poration shall  begin  to  construct  its  road  it  must  secure  a  certificate 
from  the  Public  Service  Commission  that  public  convenience  and 
necessity  require  such  construction.  By  imposing  this  condition 
it  is  necessarily  implied  that  the  building  of  a  railroad,  even  when 
the  promoters  are  willing  to  invest  their  own  means  in  the  enter- 
prise, it  is  not  always  for  the  best  interest  of  the  public.  The  test  is, 
present  or  future  public  convenience  and  necessity.  And  the  require- 
ment of  a  finding  of  necessity,  as  well  as  of  public  convenience,  further 
implies  that  if  another  utility  is  adequately  rendering  the  service 
proposed,  or  is  able  and  willing  or  may  be  required  to  do  so,  then  the 
necessity  would  not  exist  and  the  certificate  should  be  refused.  The 
laws  of  the  State  of  New  York  governing  railroad  construction  have 
for  many  years  contained  substantially  the  same  provisions  as  found 
in  said  section  53  of  our  laws,  and  the  history  and  purpose  of  such 
laws  are  discussed  in  the  following  cases:  In  re  Buffalo,  Rochester  & 
Eastern  R.  R.  Co.,  1  P.  S.  C.  R.  (2d  D),  N.  Y.  532;  In  re  Buffalo, 
Rochester  &  Eastern  R.  R.  Co.,  3  P.  S.  C.  R.  (2d  D),  N.  Y.  55;  Re 
Route  of  the  Third  Ave.  Bridge  Co.,  2  P.  S.  C.  R.  (1st  D),  N.  Y.  80. 


ANNUAL  REPORTS 
NEW  YORK 

252— Commission  Annual  Reports. 

New  York  Public  Service  Commission  (2  D),  Eighth  Annual  Report 
for  year  ending  1914.     Vol.  I,  1,294  pages. 

The  report  gives  a  recital  of  the  work  of  the  Commission  during  the  year 
and  covers  practically  the  same  ground  as  previous  reports. 

200— Public  Service  Regulation— Law  and  Practice. 

In  submitting  this  record  of  their  work  to  the  legislature,  the  Commis- 
sion says: 

"It  is  not  intimated  that  the  work  has  been  perfect,  nor  is  it  pretended 
that  perfection  is  attainable.  No  matter  how  intelligent  or  patri- 
otic may  be  their  efforts,  such  commissions  can  not  be  expected  to 
produce  ideal  public  service  conditions  any  more  than  churches  and 
ministers  may  be  expected  to  make  every  one  religious,  or  courts 
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every  one  just,  or  doctors  every  one  healthy.  Whether  a  reasonable 
approximation  of  the  best  possible  conditions  has  been  and  is  being 
attained  only  the  'record  in  the  case'  can  disclose.  That  the  duties 
are  always  laborious  and  exacting  and  often  sorely  perplexing  is  appre- 
ciated by  all  who  understand  the  first  principles  involved  in  the 
scheme  of  public  regulation." 

The  report  shows  that  the  Commission  has  been  handicapped  by  the 
lack  of  funds  for  carrying  on  important  investigations.  The  Com- 
mission was  without  funds  to  make  an  appraisal  of  the  New  York  Tele- 
phone Company  in  the  rate  investigation.  The  Telephone  Company 
offered  to  place  moneys,  up  to  the  amount  of  S200,000,  to  the  credit  of 
this  proceeding.  This  Commission  rejected  the  offer  "as  being  in  the 
opinion  of  our  counsel  unlawful."  A  resolution  was  adopted  by  the 
Commission  stating  that  "it  is  deemed  unwise  and  improper  for  this 
Commission  to  accept  or  use  in  its  administration  any  private  funds, 
particularly  from  a  company  whose  practices  and  charges  are  under 
investigation  and  determination  by  the  Commission."  Subsequently 
the  legislature  appropriated  the  sum  of  $100,000  for  the  purpose  of  this 
particular  case. 

221 — Capitaliz  ation . 

In  discussing  the  work  of  its  division  of  capitalization,  the  Commission 
says: 

"Several  applications  for  authority  to  issue  securities  with  which 
to  acquire  the  plant  and  property,  or  securities,  of  other  corporations 
engaged  in  the  same  business  in  adjoining  localities  have  been  passed 
upon  by  the  Commission.  In  many  such  cases  it  is  found  that  the  pur- 
chasing corporations  are  obliged  to  pay  a  price  somewhat  in  excess 
of  the  original  cost  of  the  physical  property.  The  difference  in  price 
involves  the  strategic  advantage  of  the  vendor,  the  possibiUty  of  com- 
petition, and  in  most  cases  the  business  which  has  been  developed. 
The  Commission  has  found  it  to  be  for  the  best  interests  of  all  con- 
cerned to  permit  corporations  with  generating  stations  of  large 
capacity  which  operate  at  a  low  cost  to  acquire  small  plants  in  their 
territory,  especially  when  approved  by  local  authorities.  This  results 
in  some  cases  in  the  immediate  retirement  and  abandonment  of  a 
considerable  portion  of  the  physical  property  acquired.  To  limit 
the  purchasing  corporation  to  paying  for  such  plants  only  the  inven- 
tory cost  of  the  actual  physical  property  which  will  remain  after  the 
changes  have  been  made,  might  occasionally  prevent  such  transac- 
tions, many  of  which  have  shown  large  benefits  to  all  concerned.  In 
cases  where  there  has  properly  appeared  any  difference  between  the 
inventory  cost  of  the  physical  {property  to  be  taken  over  and  the 
price  authorized  to  be  paid  therefor,  such  difference  shall  be  amor- 
tized or  charged  off  from  earnings  during  a  reasonable  period  of 
years.  This  practice  is  working  out  satisfactorily  because  it  eventu- 
ally results  in  a  conservative  statement  of  the  property  accounts  of 
the  acquiring  company  and  at  the  same  time  makes  possible  an 


Rate     Research  285 


immediate  putting  into  effect  of  the  savings  resulting  from  the  pro- 
gress of  the  art,  large  scale  production,  and  reduced  administrative 
expense." 


REFERENCES 
RATES 

112.5 — Ordinance  Rates. 

Town  of  Haines  v.  Eastern  Oregon  Light  &  Power  Company,  In  the 
Supreme  Court  of  Oregon.  Brief  of  Clyde  B.  Aitchison  as  Counsel 
for  Oregon  Railroad  Commission. 

This  case  is  before  the  court  upon  appeal  from  the  judgment  of  the  Circuit  Court 
of  the  State  of  Oregon  for  Baker  County.  The  lower  court  construed  a  franchise, 
granted  the  Eastern  Oregon  Light  and  Power  Company  by  the  town  of  Haines,  as 
prohibiting  the  utility  from  maintaining  any  system  of  rates  other  than  flat  rates 
for  electric  light,  and  perpetually  enjoined  defendant  from  installing  meters  and 
charging  meter  rates.  The  Commission  is  not  concerned  with  the  construction 
to  be  placed  on  the  franchise,  but  represents,  through  counsel,  the  form  of  the 
decree  of  the  lower  court  would  lead  to  misunderstandings  and  to  litigation  The 
decree  in  its  present  form  would  perpetually  prohibit  the  utility  from  obeying  any 
orders  which  might  lawfully  be  made  by  the  Commission  under  authority  of  the 
utilities  act.  The  brief  points  out  that  the  rates  of  the  defendant  are  now  under 
investigation  before  the  Commission.  The  jurisdiction  of  the  Commission  over 
rates  fixed  by  ordinance  of  municipalities  is  supported  by  citations  to  numerous 
court  decisions,  and  the  brief  concludes: 

"We  do  not  wish  to  be  understood  as  intimating  that  the  decision  of  the  Com- 
mission will  be  adverse  to  a  fiat  rate  sj'stem  of  charges  at  Haines,  for  that 
matter  is  undecided.  That  the  Commission  might  lawfully  do  so  (if  the  evi- 
dence before  it  warranted  such  an  order)  is  sufficient  to  bring  out  the  point." 

511— Flat  Rates. 

"However  upon  this  point  we  may  say  that  flat  rates  have  pretty  generally 
met  wide-spread  condemnation  as  unscientific,  as  not  bearing  a  just  relation 
to  the  cost  of  service,  and  as  tending  to  encourage  waste  of  electric  power. 
The  Wisconsin  Commission,  whose  standing  is  known  to  be  very  high,  has  said 
that  under  normal  conditions  such  rates  are  indefensible.  City  of  Ripon  v. 
Ripon  Light  &  Water  Co.,  5  Wis.  R.  R.  Com.  Rep.,  1,  34." 

INVESTMENT  AND  RETURN 

310— Valuation. 

Federal  Valuation  of  Railroads.  Memorandum  Prepared  by  the 
California  Railroad  Commission  for  the  Conference  Before  the  inter- 
state Commerce  Commission,     Held  May  27-29,  1915. 

The  memorandum  of  the  California  Commission  was  prepared  for  the  purpose  of 
presenting  its  views  on  the  questions  under  discussion  at  the  conference  between 
the  representatives  of  the  carriers,  representatives  of  state  commissions  and  those 
in  charge  of  the  valuation  work  of  the  Interstate  Commerce  Commission.  The 
questions  which  were  submitted  by  the  Division  of  Valuation  of  the  Interstate 
Commerce  Commission  concern  the  theories  of  valuation  and  methods  of  pro- 
cedure.    A  report  of  the  conference  was  abstracted  in  7  Rate  Rese.\rch.     207. 
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PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practice. 

The  Regulation  of  Public  Utilities  by  Competition  in  the  Securi- 
ties Market,  by  F.  K.  Blue.  Journal  of  Electricity,  Power  and  Gas,  3 
pages,  July  17,  1915,  p.  39,  and  2|  pages"  July  24,  1915,  p.  63. 

The  regulation  of  jjublic  service  monopolies  by  Commissions  affords  an  "arbitrary 
method  of  rate  fixing",  to  which  a  number  of  objections  are  noted.  The  method 
affords  no  assurance  that  a  uniform  policy  will  be  carried  out  for  any  con- 
siderable time;  it  cannot  provide  very  closely  for  fluctuations  in  the  conditions  of 
the  investment  market;  it  does  not  provide  for  fluctuations  in  earnings  that  occur 
where  the  actual  quantity  of  product  sold  differs  from  what  was  exj^ected  when  the 
price  was  fixed;  and  no  provision  is  made  for  meeting  the  fimdamental  require- 
ments for  maintaining  a  high  standard  of  economy  and  efficiency  in  production. 
The  writer  outlines  in  detail  a  method  of  regulation  which  he  terms  "method  of 
competitive  investment."  Under  this  method,  he  states,  the  future  income  from 
investments  would  be  guaranteed  by  basing  the  rate  of  return  to  be  used  in  price 
fixing  upon  the  actual  yield  of  the  securities  of  a  corporation  in  the  investment 
market;  loss  of  earnings  from  fluctuations  in  the  sales  of  product  would  be  com- 
pensated for  by  a  system  of  virtual  amortization  between  the  corporation  and  the 
consumer  which  would  be  carried  out  in  the  fixing  of  prices;  and  the  highest  stan- 
dard of  economy  and  efficiency  in  production  would  be  maintained  by  providing 
that  the  corporation  should  enjoy  a  monopoly  of  all  improvements  and  methods 
that  reduce  the  cost  of  production  for  a  term  of  years  just  as  if  such  improvement 
were  patented  inventions.  Since  the  most  desirable  features  of  competition  would 
be  virtually  carried  out  by  this  method  it  may  be  called  the  "method  of  competi- 
tive investment." 

GENERAL 

750 — ^Comparative  Company  Data. 

Central  Station  Gains.  2  Pages,  Electrical  World,  July  24,  1915, 
p.  177. 

During  the  twelve  months  ended  April  30,  1915,  the  gross  income  from  sales  of 
electrical  energy  by  the  United  States  central-station  utilities  was  5.3  per  cent, 
more  than  during  the  previous  twelve  months  and  the  kilowatt-hour  output  was 
6.1  per  cent,  greater,  according  to  the  returns  received  by  the  Electrical  World. 
The  data  is  tabulated  showing  the  income  and  the  kilowatt-hour  output  of  each 
month  and  the  per  cent,  of  increase,  and  this  data  is  also  shown  for  the  New  England 
States,  Atlantic  States,  Central  States,  and  Pacific  and  Mountain  States.  The 
tables  are  accompanied  by  a  brief  discussion  of  the  factors  influencing  central- 
station  operations. 

COURT  DECISION  REFERENCES 

122 — Just  and  Reasonable  Charges. 

St.  Paul  Book  &  Stationery  Company  v.  St.  Paul  Gaslight  Co. 
ET  AL.  Decision  of  the  Supreme  Court  of  Minnesota.  June  18,  1915. 
153  Northwestern,  262. 

The  petitioner  alleges  that  the  respondent's  rates  for  electric  service  are  excessive 
and  discriminatory.  An  ordinance  of  the  common  council  fixed  the  maximum  jirice 
which  defendant  may  charge  for  eU^ctric  current.  'I'he  jx'titioner  does  not  con- 
tend that  these  maximmn  rates  have  been  exceeded  l)ut  alleges  that  the  company 
took  advantage  of  the  passage  of  this  ordinance  to  arbitrarily  raise  the  rates  and 
discrimination  is  charged  in  general  terms. 

The  Court  says: 

"The  attempt  by  this  suit  to  fix  or  establish  reasonabl(>  and  just  rates  for  the 
future  must  fail.     Prescribing  or  regulating  rates  for  public  service  corpora- 
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tions  falls  within  the  domain  of  legislation,  and  courts  shoiild  not  intrude.  Inter- 
state Commerce  Com.  v.  Railway  Co.,  167  U.  S.  479,  17  Sup.  Ct.  890,  42  L.  Ed. 
243;  Nebraska  Tel.  Co.  v.  Nebraska,  55  Neb.  627,  76  N.  W.  171,  46  L.  R.  A. 
113;  City  of  Madison  v.  Madison  Gas  &  Electric  Co.,  129  Wis.  249,  108  N.  W. 
65,  8  L.  R.  A.  (N.  S.)  529,  116  Am.  St.  Rep.  944,  9  Ann.  Cas.  819. 

The  Court  discusses  at  length  the  right  of  an  individual  to  relief  1)y  action  in  court, 
from  a  rate  alleged  to  be  excessive. 

"It  is  well  settled  now  that  a  public  service  corporation  may  seek  and  obtain 
the  aid  of  the  court  enjoining  the  enforcement  of  unreasonably  low  rates,  no 
matter  by  what  authority  established.  Chicago,  M.  &  St.  P.  Ry.  Co.  v. 
Minnesota,  134  U.  S.  418,  10  Sup.  Ct.  462,  702,  33  L.  Ed.  970.  And  at  first  blush 
a  just  and  necessary  corollary  of  that  rule  would  seem  to  demand  that  the  same 
right  be  accorded  the  consumer  to  have  a  judicial  determination  whether  a 
rate,  established  by  legislative  authority  is  so  unreasonably  high  that  its  en- 
forcement should  be  enjoined.  ...  Of  course,  by  technical  refinement,  a 
legal  distinction  in  the  position  occupied  by  a  public  service  corporation  and 
its  patrons  may  be  made.  The  former  is  compelled  to  furnish  the  commodity 
or  service;  whereas  the  latter  may  accept  or  reject  the  same  at  pleasure.  Hence 
only  the  public  service  corporation,  and  not  its  possible  patrons,  can  under  a 
strict  construction  be  held  to  be  deprived  of  property  without  due  process  of 
law  through  unreasonable  rates.  This  is  the  reasoning  of  the  Supreme  Court 
in  Brooklyn  Union  Gas  Co.  v.  City  of  New  York,  50  Misc.  Rep.  450,  100  N.  Y. 
Supp.  570.  While  it  is  not  specifically  referred  to  in  the  opinion  by  Judge 
Gaynor,  on  appeal  in  the  same  case,  speaking  for  the  court  in  the  Appellate  Di- 
vision, 115  App.  Div.  69,  100  N.  Y.  Supp.  625,  nor  by  the  Court  of  Appeals,  when 
the  case  came  there  in  188  N.  Y.  334,  81  N.  E.  141,  15  L.  R.  A.  (N.  S.)  763,  117 
Am.  St.  Rep.  868,  the  result  reached  was  that  the  city  could  not  raise  the  ques- 
tion of  the  unreasonableness  of  the  rate  demanded,  since  it  did  not  exceed  the 
maximum  permitted  by  statute.  See,  also  Pinney  &  Boyle  Co.  v.  Los  Angeles 
Gas  &  Electric  Co.,  168  Cal.  12,  141  Pac.  620.  We  are  not  strongly  impressed 
with  the  proposition  that  at  the  present  time  the  inhabitants  of  our  large  cities 
can  dispense  with  the  utilities  supplied  by  the  public  service  corporations,  if 
the  price  seems  too  high.  They  are  dependent  upon  these  corporations  for 
matters  of  daily  need  and  comfort,  such  as  light,  water,  power  and  the  like.  If 
these  necessities  may  be  obtained  only  upon  the  payment  of  exorbitant  prices, 
it  really  results  in  an  enforced  taking  from  the  consumer  of  whatever  he  pays 
in  excess  of  a  reasonable  compensation.  But  there  is  a  practical  side  to  the 
question  which  should  weigh  heavily  against  the  courts  entertaining  actions, 
at  the  instance  of  the  individual  consumer,  to  destroy  rates  or  render  of  no  effect 
a  maximum  price  fixed  by  competent  legislative  authority  for  the  control  of 
public  service  corporations.  Rate  regulation  is  justly  deemed  of  great  import- 
ance in  securing  to  the  public  cheap,  efficient,  and  impartial  service  from  these 
corporations,  and  is  undertaken  by  the  government  or  its  agencies.  Whether 
done  by  the  nation,  state,  or  municipality,  it  is  by  representatives  elected  by 
the  people  and  accountable  to  them.  Such  being  the  case,  there  is  little  danger 
of  excessive  rates  being  fixed.  But,  if,  perchance,  it  should  happen,  the  remedy 
of  the  public  is  by  appeal  to  the  rate-fixing  body,  or,  if  necessary  by  a  change 
in  its  membership.  If,  instead  of  thus  righting  the  wrong,  every  consumer  is 
free  to  seek  the  injunctional  remedy  from  the  courts,  no  rate  schedule  would 
have  stability.  We  know  what  divergent  views  consumers  have  regarding  the 
reasonableness  of  rates  charged  by  a  public  service  corporation.  Every  case 
brought  by  the  individual  consumer  to  test  a  rate  would  have  to  be  decided 
upon  the  evidence  adduced  therein.  Different  cases  involving  the  same  rate 
may  have  to  be  determined  upon  testimony  materially  unlike,  and  different 
judgments  result.  Neither  judges  nor  juries  draw  the  same  conclusion  from 
the  same  testimony,  let  alone  divergent.  Once  open  the  door  to  actions  of  this 
character  and  courts  would  be  kept  busy.  If  a  statutory  rate  can  be  enjoined 
by  a  consumer  it  would  seem  to  follow  that  he  may  also  sue  for  any  amount 
which  he  deems  he  has  paid  in  excess  of  an  alleged  reasonable  rate.  It  would 
be  almost  certain  that  no  two  juries  would  fix  upon  the  same  amount  as  the 
reasonable  rate.     We  think  the  result  of  permitting  such  litigation  at  the  in- 
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stance  of  the  individual  consumer  would  be  utterly  destructive  of  all  legislative 
regulation  of  public  service  corporation  rates." 

"Our  conclusion  is  that  the  reasonableness  of  the  rates  for  electric  current  sup- 
plied by  defendant  cannot  be  raised  at  the  instance  of  the  individual  user  so 
long  as  such  rate  does  not  exceed  the  maximum  established  by  the  ordinance 
refeiTed  to." 

1 29 . 1 — Dis  crimination . 

In  regard  to  the  alleged  discrimination  the  court  says: 

"Substantial  equality  in  treatment  is  one  of  the  chief  aims  in  rate  regulation. 
State  V.  Board  of  Water  Commissions,  105  Minn.  472,  117  N.  W.  827,  127  Am. 
St.  Rep.  581,  holds  that  a  public  service  company  must  transact  its  business 
'so  as  not  to  discriminate  improperly  between  the  different  persons,  or  property, 
or  different  classes  of  persons  or  property.'  But,  against  discrimination  of  the 
sort  attempted  to  be  alleged  in  the  complaint  in  intervention,  there  is  ordi- 
narily an  adequate  remedy  at  law  for  damages.  Sullivan  v.  Minneapolis  & 
R.  R.  Ry.  Co.,  121  Miim.  488,  142  N.  W.  3,  45  L.  R.  A.  (N.  S.)  612;  Seaman  v. 
Same,  127  Minn.  180,  149  N.  W.  134.  The  allegations  of  discrimination  above 
set  out  are  so  varied  and  indefinite  that  no  injunction  can  be  based  thereon. 
Furthermore,  if  a  public  service  corporation  resorts  to  imlawful  practices,  its 
franchise  may,  by  proper  proceeding  be  forfeited.  The  granting  of  unlawful 
favors  by  a  public  utility  corporation  to  one  or  more  of  its  patrons  'does  not 
give  a  right  of  action  to  every  member  of  the  community.  That  is  a  grievance 
to  be  redressed  by  the  public.  On  principle  it  cannot  be  redressed  by  an  in- 
dividual unless  he  is  specially  aggrieved  thereby'.  Boerth  v.  Detroit  City 
Gas  Co.  152  Mich.  654,  116  N.  W.  628,  18  L.  R.  A.  (N.  S.)  1197.     ... 

600— Rate  Differentials. 

"We  take  it  that  no  contention  of  discrimination  is  based  upon  the  graduation 
of  the  maximum  rate  in  the  ordinance  itself;  it  permitting  a  lower  maximum 
where  a  larger  quantity  is  supplied  in  a  given  time  than  where  the  quantity 
is  less  during  the  same  time.  All  discrimination  is  not  unlawful.  Valid 
reasons  may  exist  for  different  rates  for  current  furnished  for  lighting  purposes 
from  that  for  power  purposes  and  for  making  some  distinction  based  upon  the 
quantity  supplied  during  a  given  time." 

244 — Rehearing  and  Appeal. 

State  v.  Great  Northern  Ry.  Co.  Decision  of  tiie  Supreme  Court 
OF  Minnesota.  June  11,  1915.  On  Motion  for  Re-argument,  June  28, 
1915.     153  Northwestern,  248. 

The  Court,  in  reviewing  a  service  order  of  the  Commission,  makes  the  following 
holding  as  to  the  jurisdiction  of  the  court. 

"The  order  may  be  vacated  as  unreasonable  if  it  is  contrary  to  some  provision 
of  the  federal  or  state  Constitution  or  laws  or  if  it  is  beyond  the  power  granted 
to  the  commission,  or  if  it  is  based  on  some  mistake  of  law,  or  if  there  is  no  evi- 
dence to  support  it,  or  if,  having  regard  to  the  interest  of  both  the  public  and 
the  carrier,  it  is  so  arbitrary  as  to  be  beyond  the  exercise  of  a  reasonable  dis- 
cretion and  judgment.  Interstate  Com.  Comni.  v.  Union  Pac.  R.  R.  Co.,  222 
U.  S.  541,  547,  32  Sup.  Ct.  108,  56  L.  Ed.  308;  State  ex  rel.  v.  M.  &  St.  L.  Ry.  Co., 
76  Minn.  469,  79  N.  W.  510. 

"The  pecuniary  loss  or  profit  to  the  carrier  in  executing  the  particular  order 
is  an  important  criterion  in  determining  the  reasonal)leness  of  the  order,  l)ut 
it  is  not  the  only  one.  Atlantic  Coast  Line  R.  Co.  v.  N.  C.  Corp.  Com'n,  206 
U.  S.  1,  26,  27,  27  Sup.  Ct.  585,  51  L.  Ed.  933,  11  Ann.  Cas.  396;  Mo.  Pac.  Ry.  Co. 
V.  Kansas,  216  U.  S.  262,  279,  30  Sup.  Ct.  ;«0,  54  L.  Ed.  472.  The  question  of 
reasonableness  is  to  l)e  determined  l>y  a  consideration  of  the  interests  Vioth 
of  the  carrier  and  of  the  i)ublic.  C,  M.  &  St.  P.  Rv.  Co.  v.  Minnesota,  134  U.  S. 
418,  458,  10  Sup.  Ct.  4()2,  702,  .33  L.  Ed.  970;  Wis.  Minn.  &  Pac.  R.  Co.  v.  Jacobson 
179  U.  S.  287,  296,  21  Sup.  Ct.  115,  45  L.  Ed.  194." 


Vol.7 


Au;[|iist  5,  1915 


INo.  19 


RATE 
RESEARCH 


■    ■ 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

III  WEST  MONROE  STREET  -—  CHICAGO 


g^ 


i5i 


mj 


Isl  Ui^ 


m§ 


111 


Entered  as  second  class  matter  Jnlv  11.   Ifll:?.  at  tlip  nnst-nffif  ^  nt  Phlfnun    Tllimis    iin.lpr  tVif>   \rt  nf  Mjirr-li  S     1  •<79 


NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

E.  W^.  LLOYD President 

H.  A.  WAtJNER Vice-President 

W.  F.  WELLS Vice-President 

R.  H.  BALLARD Vice-President 

R.  S.  ORR Vice-President 

T.  COMMERFORD  MARTIN  .  .  .  Secretary 
S.  A.  SEWALL     ....  Ass't  TO  THE  Secretary 

W.  H.  ATKINS Treasurer 

H.  BILLINGS  .  ASS'T  Secretary  and  Treasurer 
EVERETT  W.  BURDETT  .  .  GENERAL  Counsel 
GEO.  W.  ELLIOTT      .    Master  of  Transportation 

EXECUTIVE    COMMITTEE 

E.  -W.  LLOYD 
H.  C.  ABELL  J.E.DAVIDSON  R.  S.  ORR  HOLTON  H.  SCOTT 

W.  H.ATKINS  W.  C.  L.  EOLIN  R.  F.  PACK  PAUL   SPENCER 

R.H.BALLARD      A.C.EINSTEIN  "W.  N.  RYERSON      H.A.WAGNER 

H.  G.BRADLEE      "WALTER  NEDMULLER 


RATE    RESEARCH   COMMITTEE 


L.H.  CONKLIN 

ALEX  DOW 

R.  G.  GRISWOLD 


R.  S.  HALE,  Chairman 

W^.  H.JOHNSON 
J.  W.  LIEB,  Jr. 
E.W.LLOYD  ' 
M.  S.  HART,  Secretary 


^V.  J.  NORTON 
N.  T.  W^ILCOX 
W^.  H.  WINSLOW 


Rate  Research 

William  J.  Norton,  Editor  Stella  Ford  Walker,  Associate  Editor 

111  West  Monroe  Street    -    Chicago 

Issued  Every  THURSDAY  by  the  RATE  RESEARCH  COMMITTEE 

TERMS  OF  SUBSCRIPTION: 

Three  Copies,  $25.00  a  Year;  Payable  in  Advance 
Additional  Copies,  $8.00  a  year  each;  Payable  in  Advance 
Single  Copy,  $10.00  a  Year;  Payable  in  Advance 

Make  Checks  and  Drafts  Payable  to  Secretary,   National  Electric  Light 
Association,  and  Mail  Direct  to  29  West  39th  Street,  New  York  City. 


COPTRIGHT,  1915,  BT  NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 


CONTENTS 

Page 

COMMISSION  DECISIONS 291 

Indiana 291 

COURT  DECISIONS 296 

New  Jersey 296 

PUBLIC  SERVICE  LAWS 300 

Washington 300 

ANNUAL  REPORTS 300 

District  of  Columbia 300 

REFERENCES 303 

Public  Service  Regulation 303 

Court  Decision  References 303 


(290) 


Rate  Research 

»■  — 

Vol.  7  Chicago,  August  5,  1915  No.  19 


For  statement  of  facts  and   opinions  contained   in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

INDIANA 

300 — Investment  and  Return. 

W.  H.  Peck  et  al.  v.  Indianapolis  Light  and  Heat  Company,  Alleging 
That  the  Company's  Rates  For  Electric  Light  and  Power  Are  Excessive 
and  Discriminatory.  Decision  of  the  Indiana  Public  Service  Com- 
mission, Fixing  Rates.     July  30,  1915. 

The  Commission  has  issued  an  order  fixing  the  rates  of  the  Indianapolis 
Light  and  Heat  Company  and  the  Merchants  Heat  and  Light  Company, 
the  new  rates  to  be  effective  as  of  September  1,  1915. 

Separate  decisions  were  handed  down  fixing  the  valuation  of  the  prop- 
erties of  the  two  companies.  The  opinion  fixing  the  value  of  the 
Indianapolis  Company  was  written  by  Chairman  Thomas  Duncan  and 
the  Merchants  Company  case  was  prepared  by  Commissioner  James 
L.  Clark.  The  holdings  of  the  Commission  in  regard  to  the  value  of 
the  properties  will  be  given  in  subsequent  issues  of  Rate  Research. 

The  discussion  of  rates  and  the  complete  schedules  to  be  charged  by 
both  companies  are  given  in  the  following  abstracts  from  the  opinion 
and  order  in  the  Indianapolis  Company  case. 

612.2 — Rate  Differentials — Large  Power. 

''In  order  to  maintain  this  utility  in  the  most  economical  way  it  is 
necessary  to  give  consideration  to  large  users  of  light  and  power. 
The  ability  of  such  users  to  install  private  plants  for  the  production 
of  electricity  for  their  own  use  creates  a  competitive  condition  that 
must  be  reckoned  with.  The  investment  in  the  two  plants  now 
operating  in  Indianapolis  is  but  little  above  the  expenditures  that 
would  be  necessary  if  these  were  removed  and  one  ideal  plant  estab- 
lished. The  necessities  of  the  community  require  the  continuous 
operation  of  these  two.  If  the  large  business  houses  and  factories 
of  the  city  were  to  abandon  the  existing  plants  and  install  private 
ones,  the  cost  to  private  consumers  would  be  greatly  increased 
Yet,  these-  private  consumers  are  wholly  unable  to  install  separate 
plants.  Such  relief  is  economically  imprudent  and  unwise.  A 
very  small  margin  of  profit  on  each  kilowatt  of  consumption  adds 
much  to  the  revenues  of  the  Company.     As  the  plant  must  be  in 


Editorial  Note. — All  indented  matter  is  direct  quotation. 


292  7  Rate     Research 


continuous  operation,  the  testimony  shows  that  the  general  experi- 
ence of  all  operators  has  been  that  it  is  better  for  small  consumers 
to  serve  large  users  at  a  low  rate  than  not  to  serve  them  at  all." 

615.1 — Limited  Hour  Service. 

"The  same  evidence  establishes  the  fact  that  off-peak  users  are 
entitled  to  some  concession  in  rates.  The  Sunday  user  of  light 
and  power  is  in  the  same  class." 

711 — Form  of  Schedules. 

"The  rates  ought  to  be  revised  with  a  due  regard  to  the  usual  and 
customary  method  of  transacting  the  business  of  the  company, 
insofar  as  it  has  not  l)een  in  conflict  with  the  law.  The  method 
of  computing  the  cost  of  the  energy  consumed  ought  not  to  be  unnec- 
essarily disturbed.     .      .      t 

"The  rates  should  be,  as  far  as  possible,  free  from  mystery.  To 
conform  to  the  Public  Service  Commission  Act,  the  rates  should 
be  such  that  a  citizen  of  average  intelligence  could  understand  and 
correctly  apply  them  to  his  particular  case.  Of  course,  the  earnings 
must  be  amply  sufficient  to  meet  the  lawful  requirements  of  the 
company." 

720— Rate  Schedules. 

OPTIONAL  LIGHTING  RATE  B-1. 

Available  for  all  lighting  purposes,  domestic  heating  apparatus  and  appliances, 
and  alternating  current  motors  of  j  H.  P.  when  wound  for  125  volts,  and  ^  H.  P. 
when  wound  for  250  volts  and  direct  current  motors  of  1  H.  P.  when  used  in  con- 
nection with  lighting  installations. 

Rate. 

7  cents  for  the  first  200  kilowatt-hours  during  the  month. 

6  cents  for  the  next  200  kilowatt-hours  during  the  month. 
5  cents  for  the  next  600  kilowatt-hours  during  the  month. 
4  cents  for  all  over  1,000  kilowatt-hours  during  the  month. 

Prompt  Payment  Discount. 

I  cent  per  kilowatt-hour  on  first  200  kilowatt-hours  used  if  paid  within  ten 
daj's  from  date  of  bill. 

Minimum  Charge. 

50  cents  without  discount. 

Term  of  Contract. 

Five  years. 

RESIDENCE  RATE  A. 

Available  for  all  residences  to  the  exclusion  of  any  other  electric  service  on  the 
same  installations. 

Rate. 

Primary  Charge. 

7  cents  per  kilowatt-hour  for: 

1.5  kilowatt-hour  per  socket  monthly  use  for  not  less  than  10  sockets 
1  kilowatt-hour  per  socket  monthly  use  for  the  next  10  sockets. 
.5  kilowatt-hour  per  socket  monthly  use  for  excess  sockets. 
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Secondary  Charge. 

0  cents  per  kilowatt-hour  for  all  energy  consumed  in  excess  of  that  used  at  the 

primary  charge. 

All  baseboard  and  floor  receptacles  for  small  power  using  appliances  will  be 
omitted.  Upon  written  request,  any  sockets  not  needed  will  be  sealed  by  the 
Company  and  omitted  from  the  count. 

Discount. 

1  cent  per  kilowatt-hour  on  all  current  at  7  cent  rate  if  paid  within  ten  days 

from  date  of  bill. 

Minimum  Charge. 

50  cents  per  month  without  discount. 

Lamp  Renewals. 

None. 

Term  of  Contract. 

Five  years. 

OPTIONAL  POWER  RATE  B-2. 

This  rate  is  for  all  energy  utilized  for  power,  heating  purposes  and  miscellaneous 
lighting  service  where  the  demand  arising  from  such  lighting  service  is  not 
over  30%  of  the  total  demand,  and  to  the  exclusion  of  any  other  electric  service 
on  the  same  installation. 

Rate. 

4^  cents  per  kilowatt-hour  for  the  first  200  kilowatt-hours  per  month. 
4  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  per  month. 
31  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  per  month. 
2^  cents  per  kilowatt-hour  for  all  over  600  kilowatt-hours  per  month. 

Discounts. 

The  above  rate  is  net. 

Minimum  Charge. 

$1.00  for  first  two  horse-power  of  connected  load  plus  50  cents  for  each  addi- 
tional horse-power  or  fraction  thereof. 

Contract  Term. 
Five  Years. 

STANDARD  RATE  B. 

Available  for  both  light  and  power,  to  the  exclusion  of  any  other  electric  service 
on  the  same  installation. 

Rate. 

Demand  Charge. 

$36.00  per  year  for  each  kilowatt  of  demand  of  the  first  10  kilowatts. 
$24.00  per  year  for  each  kilowatt  of  demand  of  the  next  50  kilowatts. 
$16.00  per  year  for  each  kilowatt  of  demand  in  excess  of  60  kilowatts. 
The  above  total  in  equal  monthly  installments  plus  an  energy  charge  as  fol- 
lows: 

Energy  Charge. 

3  cents  per  kilowatt-hour  for  the  first  250  kilowatt-hours    consumed    during 
the  month. 
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2^  cents  per  kilowatt-hour  for  the  next    750  kilowatt-hours  consumed  during 

the  month. 
1^  cents  per  kilowatt-hour  for  the  next  4,000  kilowatt-hours  consumed  during 

the  month. 
1  cent  per  kilowatt-hour  for  all  over  5,000  kilowatt-hours  consumed  during 

the  month. 

Discount. 

Discount  will  be  allowed  for  prompt  payment  aggregating  1|  cents  per  kilowatt- 
hour  of  first  200  kilowatt-hours  used,  if  paid  within  ten  days  from  date  of 
bill. 

Miuimum  Charge. 

50  cents  per  month  without  discount. 

Lamp  Renewals. 

None. 

Term  of  Contract. 

Five  years. 

LIGHTING  AND  POWER  RATE  C. 

Available  for  both  light  and  power  to  the  exclusion  of  any  other  electric  service 
on  the  same  installation. 

Rate: 

Demand  Charge. 

$3.00  per  kilowatt  for  each  kilowatt  of  demand  plus  an 

Energy  Charge  of 

2.5  cents  per  kilowatt-hour  for  all  energy  consumed. 

Discounts. 

The  above  rates  are  net. 

Minimum  Charge. 

Two  hours  average  daily  use  of  the  demand  per  month  at  above  rates,  but  not 
less  than  $2.00  per  month. 

Term  of  Contract. 

Five  years. 

LIGHTING  AND  POWER  RATE  D. 

Available  for  both  light  and  power  to  the  exclusion  of  any  other  electric  service 
on  the  same  installation. 

Rate. 

Demand  Charge. 

$2.00  i)cr  kilowatt  for  each  kilowatt  of  demand  plus  an 

Energy  Charge  of 

l.S  cents  per  kilowatt-hour  for  all  energy  consumed. 

Discounts. 

Tl)e  above  rates  are  net. 

Minimum  Charge. 

Three  hours  average  daily  use  of  the  demand  per  month  at  above  rates,  but 
not  less  than  $20.00  per  month. 
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Term  of  Contract. 

Five  years. 

LIGHTING  AND  POWER  RATE  E. 

Available  for  both  light  and  power  to  the  exclusion  of  any  other  electric  service 
on  the  same  installation. 

Rate. 

Demand  Charge. 

$2.00  per  kilowatt  for  each  Ivilowatt  of  demand  plus  an 

Energy  Charge  of 

1.6  cents  per  kilowatt-hour  for  all  energy  consumed. 

Determination  of  Maximum  Demand. 

Provided  a  time  switch  satisfactory  to  the  Company  be  installed  and  main- 
tained in  operating  condition  by  the  customer  to  control  off-peak  portion  of 
the  load,  the  demand  shall  be  taken  between  4:30  P.  M.  and  6:30  P.  M. 

Discount. 

The  above  rates  are  net. 

Minimum  Charge. 

Two  hours  average  daily  use  of  the  demand  per  month  at  above  rate,  but  not 
less  than  $2,000.00  per  year. 

Term  of  Contract. 

Five  years. 

PRIMARY  CURRENT  RATE  F. 

Available  for  all  consumers  using  the  Company's  primary  current  service  to  the 
exclusion  of  any  other  electric  service  on  the  same  installation. 

Rate. 

Demand  Charge. 

$1.25  per  kilowatt  per  month,  plus  an 

Energy  Charge  of 

1  cent  per  kilowatt  hour  metered  from  the  primary  side  of  the  transformer. 

Determination  of  Demand. 

The  Demand  Load  for  each  year  shall  be  computed  by  taking  the  average  of 
the  Maximum  Load  of  not  less  than  three  (3)  minutes  duration  each  month  for 
October,  November,  December,  January  and  February.  A  Demand  Load  shall 
be  estimated  which  shall  be  used  as  a  basis  of  payments  until  such  time  as  the 
actual  Demand  Load  for  the  first  year  has  been  determined  as  above  described, 
when  any  overpayment  or  underpayment  shall  be  adjusted.  The  tested  De- 
mand Load  for  any  one  j^ear  shall  be  used  as  a  basis  for  payments  until  the  actual 
Demand  Load  for  the  next  succeeding  year  has  been  determined  when  adjust- 
ment shall  be  made  as  above  described. 

Minimum  Charge. 

Four  hours  average  daily  use  of  the  demand  per  year  with  an  aggregate  yearlj' 
minimum  of  $3,000  with  an  additional  agreement  to  use  this  service  as  specified 
under  head  of  "OfT-Peak  Service"  the  aggregate  yearly  minimum  shall  be 
$1,000. 

Term  of  Contract. 

Five  years. 
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OFF-PEAK  LIGHT  AND  POWER  RATE  G. 

Available  for  both  light  and  power  for  any  consumer  agreeing  to  use  the  service 
at  times  during  the  calendar  day  other  than  between  4:30  p.  m.  and  6:30  p.  m.  dur- 
ing the  months  of  November,  December,  January  and  February  of  each  calendar 
year,  provided  such  consumer  shall  install  and  maintain  in  operating  condition  a 
time  switch  approved  by  the  Company  to  control  the  use  of  the  service. 

Rates. 

3.5  cents  per  kilowatt-hour  with  an  agreement  to  pay  for  an  average  daily  use  of 

the  demand  of  one  hour  or  more  each  month  and  that  the  aggregate  bill  to  be 

paid  each  month  shall  not  be  less  than  $10.00. 

3.0  cents  per  kilowatt-hour  with  an  agreement  to  pay  for  an  average  daily  use  of 

the  demand  of  two  hours  or  more  each  month  and  that  the  aggregate  bill  to  be 

paid  each  month  shall  not  be  less  than  $15.00. 

2.5  cents  per  kilowatt-hour  with  an  agreement  to  pay  for  an  average  daily  use  of 

the  demand  of  four  hours  or  more  each  month  and  that  the  aggregate  bill  to 

be  paid  each  month  shall  not  be  less  than  $20.00. 

2.0  cents  per  kilowatt-hour  with  an  agreement  to  pay  for  an  average  daily  use  of 

the  demand  of  six  hours  or  more  each  month  and  that  the  aggregate  bill  to  be 

paid  each  month  shall  not  be  less  than  $25.00. 

Discount. 

The  above  rates  are  net. 

Term  of  Contract. 

Five  years. 

COURT  DECISIONS 

NEW  JERSEY 

300— Investment  and  Return. 

Public  Service  Gas  Co.  v.  Board  of  Public  Utility  Commissioners 
et  al.  Decision  of  Court  of  Errors  and  Appeals  of  New  Jersey. 
June  14,  1915.     94  Atlantic  634. 

Upon  rehearing  of  the  decision  of  the  Court  of  Errors  and  Appeals  in  the 
90-cent  Gas  case,  the  court  affirms  the  order  of  the  Commission  and  the 
judgment  of  the  Supreme  Court. 

The  decision  of  the  Commission  reported  in  2  Rate  Research  233,  was 
upheld  by  the  judgment  of  the  Supreme  Court  of  New  Jersey,  reported 
in  3  Rate  Research  394  and  4  Rate  Research  4.  Upon  appeal,  the 
Court  of  Errors  and  Appeals  rendered  an  opinion  which  held  that, 
contrary  to  the  position  of  the  Commission  and  the  Sui)reme  Court,  an 
added  franchise  value  should  be  nllowetl  in  the  valuation  upon  which 
the  rates  are  to  be  based.  The  decision  was  abstracted  in  6  Rate 
Research  180  and  195.  The  Court,  however,  granted  a  rehearing  in 
the  case  and  the  present  decision  of  the  Court  of  Terrors  and  Appeals, 
without  referring  to  its  former  decision,  upholds  tlie  decision  of  the 
Commission  and  Supreme  Court.  The  opinion  written  by  Judge  J.  - 
White  contains  an  important  discussion  of  going  value  and  franchise 
value. 
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244— Rehearings  and  Appeal. 

While  the  company  contended  that  the  rate  fixed  by  the  Commission 
was  too  low,  the  cities  instituted  certiorari  proceedings  on  the  ground 
that  the  rate  was  too  high.  The  Supreme  Court  held  that  the  cities 
had  "obviously  mistaken  their  remedy."  On  this  holding  of  the  lower 
court,  the  opinion  says: 

"I  am  unal)le  to  agree  with  the  Supreme  Court  that  certiorari  is  not 
the  municipalities'  remedy  in  their  cases.  I  know  of  no  other 
remedy,  and,  of  course,  it  cannot  be  that  they  have  none.  The 
Commission  has  fixed  a  rate  of  90  cents  and  the  municipalities  are 
dissatisfied  with  the  order  fixing  that  rate.  They  think  the  rate 
fixed  is  too  high,  just  as  the  utility  company  thinks  the  rate  too  low. 
Neither  can  bring  mandamus,  because  the  Utilities  Commission  is 
vested  by  law  with  a  discretion  in  fixing  the  rate.  It  would  be  like 
asking  the  court  to  mandamus  or  order  a  jury  to  agree  upon  a  certain 
smaller  named  sum  as  its  verdict  in  a  case  where  a  question  of  fact 
involving  the  amount  of  the  verdict  was  to  be  decided.  The  verdict 
rendered  might  be  too  high  or  too  low  to  accord  with  the  legal 
principles  governing  the  case;  but,  while  a  question  of  fact  remains, 
a  mandamus  or  a  court  direction  is  out  of  the  question.  The  remedy 
is  to  set  the  verdict  aside.  So  here  the  remedy  is  to  set  the  Com- 
mission's order  aside  because  erroneous  and  the  proper  procedure  to 
accomplish  that  is  by  certiorari,  irrespective  of  whether  the  claim 
is  that  the  rate  fixed  is  too  high  or  too  low.  I  think,  therefore, 
that  the  municipalities'  cases  cannot  be  dismissed  upon  the  grouncl 
stated  by  the  Supreme  Court,  and  that,  that  court  having  in  fact 
passed  upon  the  facts  involved,  w^e  should  as  it  seems  to  me  now 
consider  these  cases  also  upon  the  merits."     .     ,     . 

315.1— Going  Value. 

"It  is  quite  evident  from  the  testimony  and  from  the  findings  of  the 
Supreme  Court  that,  with  the  exception  of  the  commercial  value  of  the 
franchise,  the  term  'going  value'  in  these  cases  embraced  what  the 
Commission  thought  was  the  fair  present  value  of  all  of  the  elements 
of  the  intangible  property  of  the  gas  company,  including  the  necessary 
spark  of  life  represented  by  adequate  permission  to  use  its  property 
for  the  purpose  of  its  incorporation  and  in  the  public  streets  where  it 
was  locally  authorized  to  go.  To  this  extent  I  think  the  property  of 
the  gas  company  is  entitled  to  protection  in  rate-making  orders, 
because  a  failure  of  such  protection  permits  confiscation.  I  agree, 
therefore  with  the  view  of  the  Commission  upon  this  point.  To 
value  the  present  mere  physical  property  of  the  company  in  absolute 
disregard  of  its  previously  discharged  burdens  assumed  and  per- 
formed in  the  public  interest  and  clearly  contemplated  by  the  legis- 
lation, by  which  it  was  invited  to  enter  upon  the  public  service,  is,  in 
my  judgment,  confiscatory.  Likewise,  to  value  it  without  consider- 
ing it  as  endowed  with  its  life  giving  permission  to  continue  its  public 
functions  would  be  confiscation." 
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315.4 — Franchise  Value. 

The  gas  company's  claim  that  "an  additional  value  of  the  franchise 
(apart  from  its  life  giving  function  to  the  company's  other  property), 
and  dependent  upon  earnings  present  and  prospective  of  the  company" 
should  be  allowed  by  the  Commission,  was  discussed  at  length  by  the 
Court.  The  position  of  the  Commission  in  refusing  to  allow  such  value 
is  affirmed  by  the  court  as  shown  in  the  following  extracts  from  the 
opinion  of  the  court. 

"I  take  it  that  this  claim  must  resolve  itself  into  dependence  upon  one 
or  both  of  two  propositions,  viz.:  (1)  that  the  gas  company  has  a 
property  right  to  continue  to  charge  unreasonably  high  rates  in  the 
future  because  of  the  present  market  value  of  its  securities  as  a  result 
of  its  having  been  suffered  to  do  so  in  violation  of  its  charter  obliga- 
tions in  the  past;  or  (2)  that  its  charter  right  to  charge  reasonable 
rates  is  of  itself  a  valuable  property  right  which  must  be  permitted, 
under  the  guise  of  its  own  protection,  to  enlarge  itself  into  a  right  to 
charge  unreasonable  rates. 

"Taking  up  the  first  of  these  propositions:  It  is  not  questioned  that 
the  universally  acknowledged  obligation  of  the  gas  company  to  serve 
the  public  at  reasonable  rates  reserves  to  the  public  (the  state),  the 
right  to  regulate  the  rates  to  be  charged  so  that  they  shall  conform 
to  this  o])ligation.  It  follows  as  a  necessary  corollary  that  the 
franchise  of  the  gas  company  to  charge  rates  is  at  all  times  subject  to 
this  right  of  the  state  to  so  regulate  them.  That  the  granted  franchise 
to  charge  rates  is  a  property  right  protected  by  law,  which  cannot  be 
destroyed  or  impaired,  -except  by  due  process  of  law  and  upon 
compensation,  and  that  it,  as  an  element  of  property  value  (dependent 
in  amount  upon  the  rate  permitted  and  likely  to  be  permitted  to 
continue),  is  subject  to  taxation  seems  to  me  to  be  quite  apparent; 
but  that  this  fact  should  not  be  held  to  work  a  forfeiture  of  one  of 
the  conditions  of  the  grant,  viz. :  that  the  state  should  have  the 
right  at  all  times  to  require  that  the  rates  charged  shall  be  reasonable, 
seems  to  me  to  be  equally  clear.  A  man  might  build  a  hotel,  20 
stories  high,  at  the  seashore,  and  so  arranged  that  nearly  half  of  its 
guest  rooms  have  an  unobstructed  ocean  exposure  and  view  to  the 
southwest  over  his  neighbor's  land,  and  the  probabilities  may  seem 
to  indicate  that  by  reason  of  lack  of  demand  for  additional  hotel 
accommodations,  or  inability,  or  lack  of  inclination,  of  the  neighbor 
to  build,  this  exposure  and  view  would  continue  uninterrupted  for  a 
long  time,  and  by  reason  of  this  advantageous  exposure  the  hotel 
might  be  very  profitable,  so  that  it  had  a  fair  market  value  of 
$2,000,000.  No  one  would  doubt  that  it  could  not  be  condemned  and 
taken  by  the  state  or  the  municipality  for  any  public  purpose  without 
the  owner  being  paid  this  market  value,  nor  could  he  doubt  that  it 
was  subject  to  be  taxed  at  this  value;  but,  on  the  other  hand,  no  one 
would  contend  that  the  owner  had  thereby  acquired  a  right  to  prevent 
his  neighbor  from  building  a  like  hotel,  20  stories  high,  on  his  own 
land,  shutting  off  the  ocean  exposure  and  view  of  the  first  one, 
although  the  effect  of  his  so  doing  would  be  to  decrease  the  market 
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value  and  the  tax  value  of  the  first  one  by  SI, 000, 000.  If  in  fact  the 
first  hotel  had  been  sold  in  the  interim  for  $2,000,000,  this  circum- 
stance would  not  in  any  respect  alter  the  ultimate  result. 

"So  in  the  case  of  a  gas  franchise,  subject  as  here,  to  reasonable  rate 
regulation  by  the  state,  it  is  quite  evident  that  if  the  state  for  what 
reason  soever  (and  many  may  be  thought  of)  omits  for  a  great  number 
of  years  to  enforce  its  rights  and  thus  allows  the  company  to  charge 
unreasonabh'  high  rates,  and  there  seems  every  likelihood  that  this 
permission  of  omission  would  continue,  the  property  value  of  the 
franchise  in  the  open  market,  as  reflected  by  the  market  value  of  the 
company's  stock  would  be  much  higher  than  it  would  be  if  the  state 
had  at  all  times  and  consistently  enforced  its  rights,  and  there  was 
every  prospect  that  it  would  continue  to  do  so.  Assuming,  for  the 
purpose  of  illustration,  that  an  unreasonably  high  rate  has  been 
charged  by  this  company  in  the  past,  upon  what  theory  can  it  be 
contended  that,  because  of  this  permissive  omission  on  the  part  of  the 
state  in  favor  of  the  company,  during  all  these  years  the  state  has  now 
forfeited  the  rights  of  the  public  to  enforce  a  condition  which  it  was 
always  the  duty  of  the  company  to  perform,  whether  the  state 
compelled  it  to  do  so  or  not?  I  think  there  is  none.  I  suppose 
it  may  fairly  be  assumed  that  with  all  the  other  conditions  exactly  as 
they  were  in  this  case  at  the  time  of  the  order,  if  the  rate  charged  by 
this  company  in  the  district  in  question  before  the  order  had  been 
$1.40  instead  of  $1.10,  the  claim  of  the  company  to  be  allowed  for 
value  of  franchise  would  have  been  at  least  double  in  amount  what 
it  now  is,  and  that  the  higher  property  value,  as  indicated  by  market 
value  of  securities  and  by  valuation  of  franchise  for  taxation,  would 
have  more  than  substantiated  such  enlarged  claim.  Clearly  no  part 
of  such  increase  of  claim  could  have  any  proper  foundation  for  con- 
sideration in  arriving  at  a  just  and  reasonable  rate,  although  it  would 
have  all  the  property  right  backing  now  urged  for  the  present  claim." 

"I  think  we  may  properly  conclude,  therefore,  that  the  charging  of 
unreasonably  high  rates  in  the  past,  if  they  have  been  so  charged,  can 
furnish  no  ground  for  the  continuation  of  these  rates  in  the  future,  and 
this  although  a  shrinkage  of  commercial  and  taxing  value  of  the 
franchise  will  be  the  result  of  the  state's  enforcement  of  its  contract 
right  to  require  the  rates  to  be  reasonable  in  the  future. 

''Taking  up  the  second  proposition,  that  the  company's  charter  right 
to  charge  reasonable  rates  is  in  itself  a  valuable  property  right 
entitled  to  consideration  in  rate  making,  I  suppose  it  must  be  conceded 
that  the  franchise  to  charge  as  a  'reasonable  rate,'  sufficient  to  yield 
a  net  profit  of  8  per  cent  on  the  value  of  the  company's  property,  as 
allowed  and  established  respectively  by  the  findings  of  the  Utilities 
Commission  in  this  case,  is  a  very  valuable  property  right.  Certainly 
I  think  it  is.  That  this  valuable  privilege  is  the  company's  is 
beyond  question.  That  it  is  property  is  undoubted.  That  the  law 
protects  it  against  confiscation  and  subjects  it  to  taxation  follows  as 
a  matter  of  course.  But  that  this  valuable  property  right  to  charge 
'reasonable  rates'  should  by  virtue  of  its  own  existence,  have  the  effect 
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of  converting  itself  into  a  still  more  valuable  property  right  to  charge 
'unreasonable  rates/ is,  of  course,  preposterous.     .     .     . 

''The  plain  fact  is  that  the  commercial  value  of  the  company's 
property  right  in  its  franchise  can  have  no  effect  in  fixing  the  rate  it 
can  charge,  because  by  the  terms  of  its  contract  with  the  state  the 
stream  of  its  franchise  value  arises  from  the  spring  of  its  right  to 
charge  'reasonable  rates,'  and  in  the  very  nature  of  things  no  stream 
can  rise  higher  than  its  source." 

PUBLIC  SERVICE  LAWS 
WASHINGTON 

132 — Protection  from  Competition. 

An  Act  Amending  the  "Washington  Public  Service  Commission 
Law"  to  Provide  for  Certificates  of  Convenience  and  Necessity. 
March  19,  1915. 

An  amendment  to  the  Public  Service  Commission  Law  of  Washington, 
signed  by  the  Governor,  March  19,  1915,  provides  that: 

"No  new  public  utility  to  render  a  service  similar  in  character  and 
location  to  the  service  rendered  by  any  existing  public  utility  in  this 
state  shall  be  constructed,  maintained  or  operated  without  first 
obtaining  a  certificate  of  public  necessity  and  convenience  from  the 
commission. 

"The  term  'new  public  utility'  when  used  in  this  section  includes  any 
public  utility,  whether  municipally  or  privately  owned,  now  or 
hereafter  operating,  or  seeking  to  operate  in  this  state  for  which  no 
franchise  or  other  authority  to  operate  has  been  obtained,  or  any 
utility  which  desires  to  operate  in  a  new  territory,  not  contemplated 
in  any  franchise  or  authority  heretofore  granted,  as  well  as  any  public 
utility  which  may  commence  operation  without  a  franchise,  or  which 
obtains  its  franchise  after  this  act  takes  effect." 

ANNUAL  REPORTS 
DISTRICT  OF  COLUMBIA 

252 — Commission  Annual  Reports. 

Annual  Report  of  the  Public  Utilities  Commission  of  the  Dis- 
trict OF  Columbia,  for  the  Year  1914,  162  pages. 

The  report  contains  the  decisions  of  the  Commission  in  formal  cases 
and  a  summary  of  the  informal  cases  coming  before  the  ('onnnission 
during  the  year,  and  statistics  from  the  annual  reports  of  the  companies 
under  its  jurisdiction. 
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224— Rates. 

The  Commission  states  that  it  has  not  estabhshed  rates  for  service  for 
the  reason  that  "rates  will  depend  on  the  -s'alue  of  the  property  of  the 
utilities  and  the  valuations  have  not  yet  been  completed."  The  only 
action  of  the  Commission  in  connection  with  rates  has  been  to  elim- 
inate rates  discriminatory  within  the  meaning  of  the  law.  A  brief  sum- 
mary of  a  proceeding  involving  the  rate  contract  between  the  Washing- 
ton Railway  &  Electric  Co.  and  the  Potomac  Electric  Power  Company 
is  given  as  follows: 

''Prompted  by  the  fact  that  the  Washington  Railway  &  Electric  Co. 
was  increasing  the  dividends  on  its  common  stock  without  having 
provided  for  depreciation  as  prescribed  in  the  public  utilities  law, 
the  Commission,  through  its  chairman,  conducted  an  investigation 
of  the  accounts,  books  and  records  of  that  company.  The  report  of 
this  investigation  and  the  recommendations  submitted  by  the  chair- 
man were  adopted  by  the  Commission. 

140 — Relations  of  Corporations  with  each  other. 

"The  principal  points  developed  by  the  investigation  were  the  following: 

"(1)  The  board  of  directors  and  officers  of  this  company  and  of  its 
subsidiary  railway  companies  and  of  the  Potomac  Electric  Power 
company  are  in  large  part  the  same. 

"(2)  There  was  in  existence  a  contract  between  the  Washington 
Railway  &  Electric  Co.  and  the  Potomac  Electric  Power  Co.  fixing 
the  price  at  which  the  former  company  should  purchase  current 
from  the  latter  company.  This  contract,  though  never  abrogated, 
was  being  ignored.  Search  was  made  for  some  basis  on  which  rates 
for  current  were  paid  by  the  former  to  the  latter  company,  but  without 
success. 

"(3)  Current  was  being  sold  by  the  Washington  Railway  &  Electric 
Co.  to  its  subsidiary  railway  companies  at  different  rates  and  based  on 
different  units  of  measurement.  Search  was  made  for  some  basis 
on  which  rates  for  current  were  paid  by  the  latter  companies  to  the 
former,  but  without  success. 

"(4)  The  Washington  Railway  &  Electric  Co.  was  apparently  not 
attempting  to  provide  for  depreciation  as  provided  by  the  public 
utilities  law. 

"(5)  Transfers  of  property  were  being  made  between  the  Washing- 
ton Railway  &  Electric  Co.  and  the  Potomac  Electric  Power  Co.  at 
arbitrary  values. 

"The  conclusion  reached  by  the  Commission  was  that  the  close  rela- 
tionship between  the  Washington  Railway  &  Electric  Co.  and  the 
Potomac  Electric  Power  Co.  is  not  for  the  benefit  of  the  public. 
The  Commission,  therefore,  submitted  to  Congress  draft  of  a  bill 
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which  would  result  in  the  complete  separation  of  these  two  companies, 
with  recommendation  for  its  passage.  It  is  understood  that  this 
bill  was  introduced  in  the  House  of  Representatives,  was  referred  bj^ 
that  body  to  the  Committee  on  the  District  of  Columbia,  but  was  not 
reported  back  to  the  House  by  that  Committee. 

"In  order  to  make  full  use  of  the  powers  of  the  Commission  under 
existing  law  in  an  effort  to  so  change  the  relations  between  the  two 
utilities  as  to  make  possible  the  complete  regulation  contemplated 
in  the  public  utilities  law,  a  letter  was  written  to  the  Potomac  Electric 
Power  Co.  informing  that  company  that  it  is  the  opinion  of  the  Com- 
mission that  the  Act  of  Congress  authorizing  the  consolidation 
known  as  the  Washington  Railway  &  Electric  Co.  does  not  contemp- 
late the  operation  of  the  plant  of  the  Potomac  Electric  Power  Co. 
jointly  with  any  other  company,  and  directing  that  company  to  oper- 
ate its  plant  independently  hereafter,  to  keep  its  records  in  such 
a  manner  that  independent  operation  will  appear  therefrom,  to 
collect  and  account  for  all  revenues  arising  from  such  opera- 
tion and  make  all  expenditures  connected  therewith,  to  separate 
such  property  as  is  now  said  to  be  jointly  owned  or  used 
by  that  company  and  other  companies,  so  that  the  ownership 
wdll  be  separate,  and  to  measure,  keep  records  of,  and  make  monthly 
reports  of  the  amounts  of  current  manufactured,  delivered,  and  lost 
and  the  average  unit  cost  of  manufacture  and  sales  price.  No  reply 
was  received  to  this  direction,  although  the  attention  of  the  utility 
was  called  to  the  letter  by  further  correspondence.  The  matter  was 
referred  to  the  general  counsel  with  direction  to  take  the  necessary 
steps  to  impose  on  the  utility  the  fines  prescribed  by  law  for  failure 
to  furnish  the  information  called  for.  The  case  is  now  pending  in 
the  courts." 

221.1 — Issue  of  Stocks  and  Bonds. 

The  Commission  has  also  taken  the  position  that,  until  the  completion 
of  the  valuations  and  investigations,  additional  capitalization  should  be 
confined  to  the  least  amount  possible  without  embarrassing  the  utilities 
in  the  proper  performance  of  their  functions. 

310 — Valuations. 

Congress  appropriated  $100,000  for  the  purpose  of  making  valuations 
of  the  public  service  companies  in  the  District  of  Columbia.  The  valu- 
ation of  the  street  railway  companies  and  of  th(>  electric  company  was 
first  undertaken.  The  report  states  that  as  the  work  jirogressed  it 
became  evident  that  the  original  esthnatc  of  funds  and  time  for  making 
the  valuations  was  too  low. 

"This  was  due  to  the  use  of  the  cost  of  similar  valuations  elsewhere 
as  a  basis  for  estimate  without  making  sufficient  allowance  for  the 
fact  that  the  proportion  of  the  construction  in  the  District  of  Colum- 
bia, which  is  underground,  far  (^xceeds  that  in  othcn-  cities,  and  also 
due  to  the  fact  that  it  was  found  necesasry  for  the  Connnission  to 
inventory  the  property  of  the  utilities  and  due  to  the  attitude  assumed 
bv  some  of  the  utilities." 
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The  valuation  bureau  has  undertaken  the  determining  of,  first,  the 
actual  or  so-called  historical  cost  of  used  and  useful  property;  second, 
the  cost  of  reproduction,  and,  third,  the  accrued  depreciation.  It 
appears  from  the  report  that  much  of  the  delay  and  additional  cost  of 
the  work  is  due  to  the  attempt  to  arrive  at  the  actual  original  cost  of 
the  property.  The  consolidations  and  frequent  change  in  ownership  of 
the  various  properties  and  the  lack  of  earlier  records  which  are  usually 
found  to  make  the  original  cost  data  incomplete  and  unsatisfactory  adds 
very  materially  to  the  problems  to  be  solved  in  connection  with  this 
work. 

REFERENCES 

PUBLIC  SERVICE  REGULATION 

268 — Public  Service  Laws. 

General  Laws  Relating  to  the  Manufacture  and  Sale  of  Gas  and 
Electricity,  Compiled  by  the  IMassachusetts  Board  of  Gas  and 
Electric  Light  Commissioners.     1914.     Pamphlet  252  pages. 

The  state  laws  relating  to  the  manufacture,  distribution  and  sale  of  ga  and  elec- 
tricity, covering  both  private  and  municipal  utilities,  have  been  extended  and 
codified  in  Chapter  742  of  the  Acts  of  the  year  1914.  In  addition  to  this  Chapter 
there  have  been  included  in  this  compilation  certain  provisions  of  the  revised  laws 
and  subsequent  acts  necessary  to  the  proper  interpretation  and  imderstanding 
of  the  chapter  named.     A  page  index  of  the  laws  is  given. 

COURT  DECISION  REFERENCES 

224— Rates. 

State  ex.  rel.  Public  Service  Commission  v.  Baltimore  and  Ohio 
Railroad  Company.  Decision  of  the  Supreme  Court  of  Appeals  of 
West  Virginia.     June  1,  1915.     85  Southeastern  714. 

The  company  refused  to  comply  with  an  order  of  the  Commission  requiring  the 
defendant  to  obev  and  comply  with  the  legislative  act  fixing  a  passenger  fare  of 
two  cents  per  mile.  The  court  holds  that  this  Commission  has  the  power  to 
require  public  service  corporations  "to  conform  to  the  laws  of  the  State."  How- 
ever, if  the  rate  is  confiscatory  as  contended,  the  court  holds  that  "the  proper 
construction  of  the  act  creating  the  Public  Service  Commission  .  .  .  requires 
that  resort  be  first  had  to  that  Commission  as  the  primary  forum  in  which  to  have 
investigated  and  determined  those  ciuestions.  That  Commission  being  given 
the  power  and  authority  to  investigate  and  to  change  any  intrastate  charge  or 
toll  which  is  unjust  or  imreasonable  and  to  prescribe  a  rate  that  will  be  just  and 
reasonable,  must  be  construed  to  include  the  power  to  change  the  rate  prescribed 
by  the  statute,  if  such  maximum  rate  is  in  fact  confiscatory  and  void  on  consti- 
tutional or  other  grounds.  In  our  opinion  this  power  must  necessarily  have  been 
included  in  the  plan  and  scheme  of  the  Legislature  in  creating  the  Commission; 
otherwise  corporations  so  affected  would  be  put  be\-ond  the  control  of  the  Public 
Service  Commission,  while  other  corporations  as  to  whom  the  rate  prescribed  by 
statute  is  not  confiscatorj^  would  remain  subject  to  its  control.  In  our  opinion 
the  statute  binds  and  controls  respondent  until  it  has  been  lawfully  determined 
by  the  Public  Service  Commission,  or  afterwards  by  a  court  of  competent  juris- 
diction,   that   the  prescribed  rate   is   confiscatorJ^"     .     .     . 
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The  Commission  had  the  "jurisdiction  and  power  to  require  it  to  adhere  to  the 
rate  prescribed  by  the  statute,  until  by  lawful  orderly  proceedings  under  the  statute 
by  application  to  the  Public  Service  Commission,  that  rate  has  been,  awfully 
suspended  or  changed,  for  until  then  that  law  must  be  regarded  the  law  of  the 
state  enforceable  against  the  railv/ay  company." 

224.2— Contracts. 

PuGET  Sound  Traction  Light  and  Power  Company  v.  Reynolds 
et  al.  Decision  of  the  District  Court,  W.  D.  Washington,  N.  D. 
April  28,  1915.    223  Federal  371. 

The  railway  company  appeals  from  an  order  of  the  Washington  Public  Service 
Commission  respecting  service  and  rates  on  certain  of  the  company's  lines  on  the 
ground  that  the  order  is  in  violation  of  the  company's  contract  with  the  city  and 
is  unreasonable  and  confiscatory.     The  court  says: 

"That  a  city  ordinance  may  constitute  a  contract  within  the  meaning  of  the 
Constitution  is  well  settled;  but  it  is  ecfually  well  settled  that  a  municipal  cor- 
poration cannot  barter  away  the  police  powei'  of  the  state  by  unalterably 
fixing  rates  and  fares  during  the  life  of  a  franchise,  unless  specifically  and  ex- 
pressly authorized  so  to  do  by  the  supreme  egislative  authority  in  the  state. 
(Home  Telephone  Co.  v.  Los  Angeles,  211  U.  S.  265,  272,  29  Sup.  Ct.,  50,  51, 
53  L  Ed.  176;  Portland  Ry.  Light  &  Power  Co.  v.  City  of  Portland  (D.  C), 
201  Fed.  119.) 

781 — Adequacy  of  Service. 

The  order  requires  the  company  to  furnish  adequate  service.  In  this  respect, 
the  court  says  that: 

"the  order  may  be  valid,  even  though  the  company  suffers  some  incidental 
loss  in  complying  therewith,  because  a  public  service  corporation  may  always 
be  required  to  perform  its  charter  duties  to  the  public.  See  Mo.  Pac.  Co.  v. 
Kansas,  216  U.  S.  262,  30  Sup.  Ct.  330,  54  L.  Ed.  472,  and  cases  there  cited. 

224— Rates. 

"In  its  second  aspect,  in  prescribing  rates  or  fares  for  transportation,,  it  may 
be  conceded  that  the  order  is  invalid  if  it  amounts  to  a  confiscation  of  the 
plaintiff's  property,  or  denies  to  it  a  reasonable  return  on  its  invested  capital; 
but  the  order  was  made  within  the  acknowledged  jurisdiction  of  the  commis- 
sion, and  the  rates  established  are  presumed  to  be  reasonable  and  just  under 
all  the  authorities,  state  and  federal,  until  the  contrary  is  made  to  appear." 

783— Safety  of  Service. 

Princeton  Light  and  Power  Co.  v.  Ballard.  Decision  of  Appel- 
late Court  of  Indiana.  Division  No.  2.  June  23,  1915.  109 
Northeastern  405. 

In  an  action  to  recover  damages  for  death  caused  by  electric  shock  from  wires 
on  consumer's  premises,  the  court  made  the  following  general  statement: 

"It  seems  to  be  settled  law  that,  where  the  furnisher  of  electricity  supp  ies 
the  same  to  a  customer,  first  through  its  own  wires  and  then  through  the 
wires  owned  and  maintained  by  such  customer  and  over  which  the  fiu'nisher 
had  no  supervision  or  control,  and  an  emjjloye  of  the  purchaser  is  in.jured  by 
reason  of  the  negligent  manner  in  which  the  ])urchascr's  wires  are  e(i|uipped 
and  maintained,  the  party  who  merely  sells  the  current  is  not  liable.  1  Joyce 
on  Electricity,  Section  445c;  Fickeisen,  Adm'r  v.  Whoeling  l*]iectric  Co.,  67 
W.  Va.,  335,  (37  S.  E.  788,  27  L.  R.  A.  (N.  S.)  893;  Memphis  Consol.  Gas  &  E. 
Co.  v.  Speers,  113  Tenn.,  83,  81  S.  W.  595;  Minneapolis  General  Electric  Co. 
v.  Crown,  166  Fed.  651.  92  C  C.  A.  345,  20  L.  R.  A.  (N.  S)  816." 
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COMMISSION  DECISIONS 

INDIANA 

300 — Investment  and  Return. 

W.  H.  Peck  et  al.  v.  Indianapolis  Light  and  Heat  Company,  Alleging 
That  the  Company's  Rates  For  Electric  Light  and  Powei-  Are  Excessive 
and  Discriminatory.  Decision  of  the  Indiana  Public  Service  Com- 
mission, Fixing  Rates.     July  30,  1915. 

The  discussion  of  rates  and  the  complete  rate  schedules,  prescribed  by 
the  Commission  in  the  Indianapolis  electric  rate  cases,  were  given  in 
last  week's  issue  of  Rate  Research  (Vol.  7,  p.  291).  The  following 
abstracts  from  the  opinion  in  the  Indianapolis  Light  and  Heat  Co  m- 
pany  case  give  the  Commission's  holdings  regarding  the  valuation  of 
the  property  of  this  company. 

310— Valuation. 

The  Commission  determined  the  cost  of  reproduction  less  depreciation, 
the  original  cost,  the  value  of  all  outstanding  stocks  and  bonds,  and  the 
assessed  value  of  the  property,  as  evidence  upon  which  to  determine  the 
present  value  of  the  property  of  the  company  that  is  used  and  useful 
for  the  convenience  of  the  public. 

311.2 — Reproduction  Cost  New. 

"The  theory  of  arriving  at  value  by  the  cost  of  reproduction,  wholly, 
has  long  since  been  condemned  by  the  Courts.  The  theory  of 
arriving  at  value  by  the  cost  of  reproduction  less  depreciation  is  yet 
regarded  as  an  intelligent  and  proper  method  when  properly  used. 
The  proper  use  of  the  theory  of  cost  of  reproduction  less  depreciation 
and  the  proper  application  of  the  principles  involved  is  frequently 
misunderstood.  It  can  only  be  applied  with  wisdom  by  carefully 
ascertaining  the  original  cost  of  each  unit  of  property  over  a  period 
of  years.  After  having  obtained  these  unit  costs,  and  the  cost  of 
reproduction,  there  enters  into  the  estimate  the  question  of  depre- 
ciation of  the  property.  In  arriving  at  the  cost  of  reproduction  the 
effort  must  be  to  obtain  the  reasonable  cost,  not  a  strained,  forced 
and  unnatural  result.  The  effort  must  be  to  arrive  at  such  an 
estimate  as  a  reasonably  prudent  and  careful  contractor  would  obtain 
if  he  were  making  an  estimate  with  the  view  of  reproducing  the  prop- 
erty under  the  physical  conditions  existing  when  the  property  was 
first  constructed,  and  under  present  prices  for  material  and  labor. 
The  estimate  ought  to  be  made  without  embarrassing  minutia  of 
detail. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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''We  do  not  believe  the  theory  of  the  cost  of  reproduction  less  depre- 
ciation is  reasonably  applied  by  determining  the  value  of  every 
possible  element  entering  into  the  cost  of  construction  of  each 
particular  item  of  property  and  then  adding  an  arbitrary  percentage 
of  cost  to  cover  unthinkable  contingencies,  and  after  having  thus 
estimated  the  value  of  the  different  items  of  the  property  to  add  to 
the  aggregate  of  all  the  items  another  arbitrary  percentage  to  cover 
contingencies.  This  is  not  a  criticism  of  the  theory  of  arriving  at 
present  value  of  the  cost  of  reproduction  less  depreciation,  but  a 
criticism  of  its  application." 

A  table  is  given  showing  the  Commission's  estimate  of  Cost  of  Repro- 
duction and  Cost  Less  Depreciation  as  of  January  1,  1914,  and  the 
Commission  says: 

"This  conclusion  does  not  conform  to  the  estimate  of  the  staff,  nor 
to  the  estimates  of  either  of  the  engineers  employed  by  the  Company. 
However,  it  is  the  result  of  a  careful  consideration  of  all  the  evidence 
given  upon  the  hearing  of  this  cause. 

"It  is  proper  to  state  that  no  Court  regards  this  cost  of  reproduction 
less  depreciation  as  a  final  determination  of  the  value  of  the  property 
involved.  This  theory  of  the  cost  of  reproduction  less  depreciation  is 
but  a  device  of  students  and  Courts  to  aid  in  determining  the  fair  and 
reasonable  value  of  the  property.  The  true  value  may  be  far  above 
the  cost  of  reproduction  less  depreciation,  and  in  this  instance  our 
conclusion  is,  that  the  fair  and  reasonable  value  of  the  property  is 
much  greater  than  the  cost  of  reproduction  less  depreciation.  In 
other  instances  the  fair  and  reasonable  value  of  the  property  for  rate 
making  purposes  may  be  far  below  the  cost  of  reproduction  less 
depreciation  of  the  property.  It  is  one  of  the  means  employed  by 
Courts  to  establish  a  check — an  item  of  evidence  to  be  considered 
with  all  of  the  other  methods  set  forth  in  arriving  at  the  just  and 
reasonable  value  of  the  property  for  rate  making  purposes."  .  .  . 
"Our  staff  finds  the  cost  of  reproduction  less  depreciation  of  the 
property  of  the  Company  heretofore  devoted  to  municipal  lighting 
to  be  $171,651.  With  the  municipal  lighting  contract  transferred  to 
the  competitor  of  this  Company,  a  groat  piivt  of  the  property  will 
cease  to  be  either  used  or  useful  for  the  convenience  of  the  public. 
In  our  judgment  at  least  $171,772,  should  be  deducted." 

313— Unit  Prices. 

The  decision  contains  unit  price  data  on  poles,  used  in  determining  the 
cost  of  transmission  and  distribution  system. 

314 — Overhead  Charges. 

The  final  sunnnary  of  the  valuation  of  the  physical  property,  submitted 
by  the  Commission's  staff  allowed  12%  to  cover  engineering,  superin- 
tendence, interest  during  construction,  contingencies,  etc.  Engineers 
for  the  company  allowed  15%  for  this  item.  In  the  table  showing  the 
Commission  conclusions  on  cost  of  rein-oduction  of  this  property  and 
cost  of  reproduction  less  depreciation  as  of  January  1,  1914,  18%  is 
used  to  allow  for  overhead  charges. 
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The  Commission  discusses  overhead  charges,  as  follows: 

"Here  much  space  could  be  used  in  a  discussion  of  the  various  sub- 
divisions of  these  items  of  expenditure.  The  cost  of  engineering, 
superintendence,  interest  during  construction  and  contingencies  are 
allowed,  not  on  the  theory  that  they  are  intangibles,  but  on  the 
sounder  basis  that  they  represent  expenses  incurred  in  the  building 
of  the  plant.  These  various  items  each  add  to  the  cost  of  the  physical 
structure  of  the  plant,  and  its  equipment.  The  reason  that  the  cost 
of  engineering,  superintendence,  interest  during  construction,  etc., 
are  allowed  is  that  each  physical  unit  of  the  property  costs  an  addi- 
tional sum  by  reason  of  the  outlay  necessarily  incident  to  the  estab- 
Hshment  of  the  business.  These  items  of  value  in  a  greater  or  less 
degree  are  found  in  every  puljlic  service  plant. 

''The  objection  to  the  estimate  made  by  the  engineers  for  the  company 
is,  that  such  estimates  are  arbitrary,  and  not  based  upon  any  facts 
gathered  from  the  records  or  history  of  the  Company.  These 
engineers  ask  the  Commission  to  add  to  the  cost  of  reproduction 
less  depreciation  the  sum  of  $584,856  without  any  showing  as  to 
whether  any  part  of  this  money  was  actually  expended  by  the  Com- 
pany. It  is  based  wholly  upon  the  theory  of  the  reproduction  of  the 
property  in  question.  It  appears  that  all  commissions,  and  all 
courts  recognize  that  these  elements  of  outlay  and  investment 
necessarily  enter  into  the  reproduction  of  the  property,  and  should  be 
capitalized,  and  should  be  permitted  to  earn  a  reasonable  return. 
However,  it  is  very  questionable  whether  these  items  of  investment 
are  matters  for  engineers.  Perhaps,  regarding  the  testimony  as 
applicable  wholly  to  the  cost  of  reproduction  of  the  property,  the 
testimony  of  the  engineers  should  be  regarded.  But  to  be  so  regarded, 
it  is  necessary  that  the  Commission  keep  constantly  before  it,  that 
reproduction  value  is  but  one  element  to  be  established,  and  to 
be  weighed  by  the  Commission,  with  many  other  elements  in  determ- 
ining the  fair  and  reasonable  present  value  of  the  property  under 
consideration. 

"The  amount  to  be  allowed  under  this  heading  in  determining  the 
value  of  the  property  should  be  determined  more  by  the  records  of 
the  Company  than  the  arbitrary  standards  or  theoretical  views  of 
expert  engineers.  Keeping  in  mind,  that  at  this  time  we  are  con- 
sidering only  the  cost  of  reproduction  less  depreciation  of  the  prop- 
erty, these  items  of  engineering,  superintendence,  interest  during 
construction,  etc.,  should  be  estimated  at  about  $550,000,  for  cost  of 
reproduction,  and  about  $500,000,  for  cost  of  reproduction  less 
depreciation." 

318— Working  Capital. 

Under  the  heading  material  and  supplies,  the  decision  says : 

"The  property  of  the  Company  under  any  of  the  evidence  is  a  very 
large  and  a  very  valuable  property.  It  transacts  a  large  business 
annually,  receiving  nearly  one  and  one-half  millions  of  dollars  in 
gross  earnings.     It  has  more  than  30,000  customers.     The  greater 
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part  of  its  business  consists  in  commercial  lighting,  and  a  compar- 
atively small  percent  of  it  consists  in  furnishing  electric  power  and 
heat.  Such  a  business  would  require  a  larger  stock  of  materials  and 
supplies  than  would  be  necessarily  required  if  the  income  of  the  plant 
was  derived  from  a  much  smaller  number  of  consumers.  It  is 
compelled  to  be  prepared  to  furnish  repairs  necessarily  incident  to  the 
maintenance  of  a  great  number  of  different  services. 

"The  cost  of  reproduction  of  these  materials  and  supplies  would  not 
be  far  from  $130,000. 

Under  the  heading  working  capital,  the  decision  says: 

"The  item  of  working  capital  is  of  importance  to  the  utility.  The 
ordinary  meaning  of  'Working  Capital'  is,  cash  on  hand  to  facilitate 
the  conduct  of  the  business.  Custom,  as  well  as  the  law,  gives  to  the 
term  a  much  broader  significance  and  fairly  includes  within  its 
meaning  material  and  supplies,  finished  products,  if  any  on  hand, 
and  unsold,  and  bills  and  accounts  receivable,  and  other  things.  In 
the  end  it  is  far  more  economical  to  the  people  to  permit  the  utility 
to  have  earnings  on  a  reasonable  amount  of  working  capital  than  to 
obstruct  and  hamper  its  activities  by  loans  for  temporary  and  trivial 
purposes.  There  is  no  established  rule  or  formula  by  which  a  given 
per  cent  of  the  value  of  the  property  of  the  utility  should  be  held  as 
working  capital.  The  amount  should  be  sufficiently  large  to  enable 
the  utility  to  defray  its  current  expenses,  and  to  purchase  its  needed 
supplies  without  being  driven  to  the  necessity  of  borrowing  or 
anticipating  its  revenue.  The  proper  amount  of  working  capital  in 
its  ordinary  significance  is  a  question  of  fact  in  each  particular  case. 
No  amount  should  be  allowed  for  cash  as  working  capital,  unless  the 
evidence  in  the  particular  case  shows  that  the  proper  amount  of  cash 
is  on  hand  and  available  for  use  as  working  capital.  In  this  case  the 
Company  has  on  hand  a  large  amount  of  cash. 

"The  engineers  employed  by  the  utility  fix  the  amount  of  working 
capital,  exclusive  of  stores  and  supplies  at  $138,085.  This  is  fixed 
by  an  arbitrary  rule,  and  is  not  intended  as  an  absolutely  accurate  and 
unyielding  amount.  From  the  evidence  in  this  case,  it  is  manifest 
and  clear,  that  something  over  $125,000,  should  l)e  available  for  the 
conduct  of  the  business  of  the  utility." 
311.1— Original  Cost. 

Little  evidence  was  available  regarding  the  investment  in  the  property 
prior  to  1893.  The  Commission's  accountants,  assuming  that  the  com- 
pany's records  were  correct  as  of  December  31st,  1803,  undertook 
to  determine  the  capital  account  invested  in  the  property  each  year  up 
to  and  including  1914.     The  total  of  their  estimates  was  $5,015,715.81. 

"But  between  the  Commission's  Accountants  and  the  Company's 
there  is  a  conflict  of  practically  three-quarters  of  a  million  dollars. 
It  is  not  clear  that  our  accountants  are  warranted  in  excluding  all  of 
the  various  items  they  seek  to  exclude  from  the  capital  account,  nor 
is  it  clear  that  all  of  the  $407,859.05,  added  by  the  accountants  for 
the  company  ought  to  be  added.     There  is  but  little  evidence  that 
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either  is  correct.  This  is  not  necessarily  a  reflection  upon  the  skill 
and  fidelity  of  either  of  the  accountants.  There  is  a  measure  of 
uncertainty  about  any  part  of  the  capital  account,  except  the 
$5,015,715'.81. 

"After  a  careful  examination  of  the  reports  made  by  our  accountants 
and  the  accountants  for  the  Company,  we  are  satisfied  that  the  total 
original  cost  of  this  property  up  to  the  31st  day  of  December,  1914, 
was  $5,350,000.  From  that  date  up  to  March  1st,  1915,  there  was 
added  about  $50,000,  which  makes  the  total  original  cost  up  to  that 
date  $5,400,000." 
331.3— Market  Value  of  Stocks  and  Bonds. 

The  company's  total  capitalization  is  $5,395,000  made  up  of  $2,000,000 
of  common  stock  and  $3,395,000  total  bond  issue  including  bonds   of 
Indianapolis  Light  and  Power  Company.     In  determining  the  present 
value  of  the  stocks  and  bonds  the  Commission  says  that  the  bonds  are 
marketable  at  par  and  the  common  stock  is  worth  more  than  par. 
"It  is  worth,  under  the  evidence,  practically  150%.     That  is,  if  the 
Company  was  permitted  to  earn  6%  on  the  present  value  of  this 
property,  after  paying  the  interest  on  its  indebtedness,  operating 
expenses,  and  taxes,  there  would  be  left  an  earning  of  7%  on  the 
common  stock.     Stocks  that  will  yield  annually  a  net  return  of  7% 
on  the  par  \'alue  thereof  are  worth  more  than  par.     There  is  no 
evidence  before  the  Commission,  that  would  warrant  a  return  of  less 
than  6%.     Under  the  reasoning  the  stocks  and  bonds  of  this  Com- 
pany are  worth  practically  $6,000,000.00.     We  have  no  doubt  that 
under  existing  conditions  the  stocks  can  be  disposed  of  in  a  very 
short  time  at  more  than  150%  of  the  par  value  thereof." 
312.1— Physical  Property. 

The  Commission  summarizes  its  findings  as  follows:  The  cost  of 
reproduction  less  depreciation  of  this  property  is  $4,852,777;  the 
original  cost  was  $5,400,000;  the  present  value  of  the  stocks  and  bonds 
is  $6,000,000;  and  the  assessment  in  1914,  on  the  property  of  the  Com- 
pany in  Marion  County  was  $2,245,100. 

"Ha^'ing  determined  these  four  items,  we  ha^-e  the  basis  of  a  determ- 
ination of  the  actual  present  value  of  all  of  this  property." 
315.1— Going  Value. 

"But  before  fixing  this  value  it  is  necessary  to  take  into  consideration 
one  element,  that  has  not  yet  been  considered.  The  cost  of  repro- 
duction less  depreciation  determines  the  cost  of  the  bare  bones  of  the 
property.  That  is,  this  sum  is  obtained  by  breaking  the  plant  into 
integral  parts  or  units,  and  fixing  the  value  of  each  separate  unit 
when  constructed  into  a  complete  plant.  The  cost  of  reproduction 
less  depreciation  represents  the  value  of  the  plant  without  a  single 
customer,  without  a  live  business,  with  no  capacity  to  earn  revenues, 
but  with  its  business  yet  to  be  obtained  by  its  owners.  That  there 
is  a  difference  in  the  value  of  such  a  plant  so  constructed,  and  that 
of  a  splendid  property  with  more  than  30,000  customers  of  its  prod- 
ucts, and  with  a  revenue  of  nearly  $1,500,000,  is  perfectly  evident 
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to  anyone  who  cares  to  see  a  manifest  and  plain    distinction.     To 
discuss   'Going  Value'   is  purely  academic.     The  Courts  do  not  agree 
as  to  what  it  is,  the  engineers  are  as  far  apart  in  their  definitions  and 
estimates  of   'Going  Value'  as  are  the  laymen.     The  term    'Going 
Value'    or    'Going  Concern'  is  a  device  used  by  the  Courts  to    care 
for  an  item  of  value  that  is  largely  indefinable,  but  actually  existing. 
To  disregard  it  entirely  is  a  plain,  manifest  injustice  to  the  investors. 
To  give  to  this  entity,  whatever  it  may  be  called,  the  inflated,  wild 
and  extravagant  value  that  experts  give  this  before  the  Commission, 
as  was  done  in  this  case,  is  to  work  great  injustice  on  the  public,  who 
use  the  services  produced  by  this  company.     It  is  the  province  and 
the  duty  of  the  Commission  to  deal  justly  with  both  the  Company, 
and  those  who  from  choice  or  necessity  use  its  products.     .     .     . 
"There  were  very  few  years  in  the  history  of  this  plant  when  it  failed  to 
pay  substantial  dividends,  and  the  loss  of  dividends  from  these  few 
years  was  compensated  by  a  stock  dividend  of  One  Million  Dollars, 
and   a   bond    dividend   of   One    Million,    Two   Hundred   Thousand 
Dollars.     It  could  be  urged  with  great  reason,  and  sustained  ])y  the 
authorities  of  Courts  of  good  reputation,  that  this  Company  was 
entitled  to  no    'Going  Value'    whatever.     There  have  been  no  sub- 
stantial early  losses  that  have  not  been  amply  restored  by  subsequent 
profits.     However,  there  is  a  line  of  decisions  of  the  Courts  that 
sustain  the  allowance  for    'Going  Value.'     The  New  Jersey   Com- 
mission allowed  30%  of  the  structural  value  as   'Going  Value,'    and 
this  allowance  was  sustained  by  the  Supreme  Court  of  that  state. 
One  of  the  Public  Service  Commissions  of  the  State  of  New  York, 
refused  to  allow  'Going  Value,'  and  was  reversed  by  the  Court  of 
Appeals  of  that  state.     The  Supreme  Court  of  Oklahoma  makes  a 
like  allowance  for  'Going  Value'  in  the  case  of  the  'Pioneer  Telegraph 
and  Telephone  Company.'      The  Supreme  Court  of  the  state  of 
Wisconsin  has  sustained  the  Railroad  Commission  of  Wisconsin  in 
every  instance  where  it  allowed  'Going  Value.' 

"In  Valparaiso  City  Water  Co.  v.  City  of  Valparaiso  33  App.  193 
(196)  the  Court  says: 

"  'It  was  found  that  the  present  "Physical  Value"  of  the  water-works 
system  was  $59,996,  including  water  rights,  and  that  the  "Going 
Value,"  by  reason  of  the  connection  with  private  consumers  and  its 
being  a  live  and  going  concern  was  $26,710,  and  that  the  "reasonable 
value"  of  the  system  at  the  commencement  of  the  suit  ami  at  the 
time  of  the  finding,  including  its  physical  value  and  its  going  value, 
was  $86,706;  and  it  was  found  by  the  court  below  that  upon  the 
payment  or  tender  of  that  sum  on  or  before  October  1st,  1903,  the 
appellee  would  be  entitled  to  a  conveyance  and  the  possession  and 
control  of  tlu^  water  works  and  that  a  conunissioner  should  be  ap- 
pointed to  make  the  transfer,  and  it  was  so  adjudged.' 
"The  judgment  of  the  lower  court  was  affirmed  in  an  opinion  written 
by  Black  concurred  in  by  Wiley,  Robinson  and  Roby,  Chief  Judge 
Henley  dissented.  In  neither  the  opinion  of  the  Court  nor  in  the 
dissenting  opinion  was  the  question  of  'Going  ^"alue'  discussed  other 
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than  as  hereinabove  set  forth.  There  was  an  allowance  of  more  than 
40%  for  'Gomg  Value/  and  this  allowance  was  made  not  on  account 
of  early  deficits  or  losses  but  'by  reason  of  the  connection  with 
private  consumers,  and  its  being  a  live  and  "Going  Concern." 

"It  is  not  likely  that  the  question  of  'Going  Value'  was  seriously 
presented  to  the  Court  in  that  case.  The  opinion  however,  stands 
as  a  warning  to  the  Commission,  that  there  is  such  a  thing  as  'Going 
Value'  to  be  reckoned  with,  and  that  it  does  not  depend  wholly  upon 
early  losses  in  the  operation  of  the  plant,  but  that  the  fact  that  the 
property  'is  a  live  and  going  concern'  gives  it  a  value  above  the  value 
of  the  same  plant  it  if  were  not  'a  live  and  going  concern.'  The 
Court  of  Appeals  of  New  York  not  only  reversed  the  Public  Service 
Commission  of  New  York  by  holding  that  'Going  Value'  must  be 
allowed,  but  declared,  that  it  should  be  found  as  a  separate  item, 
and  should  be  so  set  forth  in  the  valuation  fixed  by  the  Commission. 
On  the  other  hand,  the  Supreme  Court  of  Wisconsin  holds,  that  it  is 
impossible  to  differentiate  the  item  of  'Going  Value'  from  the 
structural  value  of  the  property,  and  that  the  'Going  Value'  should 
not  be  set  forth  as  a  separate  item,  and  that  it  can  not  be  ascertained 
with  such  precision  as  to  enable  a  Commission  to  set  it  forth  as  a 
separate  item.  The  view  of  that  Court  is,  that  it  is  a  fact  to  be 
considered,  to  be  reckoned  with,  and  taken  into  consideration,  in 
addition  to  the  structural  value  of  the  property,  and  that  such  an 
allowance  must  be  made. 

"The  struggles  of  the  Commissions  differing  in  conclusions  touching 
this  subject  as  they  do,  the  irreconcilable  conflict  in  the  views  of  the 
judges  of  the  Courts  of  last  resort,  demonstrate  beyond  controversy, 
that  the  whole  theory  of  arriving  at  the  value  of  the  property  of  a 
public  service  corporation  is  in  a  developing  stage. 

"Neither  the  Courts,  the  Commissions,  engineers  nor  the  economists 
have  arrived  at  any  set  formula,  or  precise  rule  by  which  this  value  is 
to  be  determined.  The  determination  of  a  fair  value  must  ultimately 
rest  upon  the  judgment  of  the  Commission,  after  a  consideration  of 
the  cost  of  reproduction  less  depreciation,  the  original  cost  plus  all 
additions  and  betterments,  the  value  of  the  stocks  and  bonds,  the 
earnings  and  many  other  things.  One  of  the  other  things  that  must 
be  given  significance  is  the  history  of  the  plant  itself,  its  successes 
and  failures,  its  profits,  and  losses,  whether  it  has  a  monopoly  or 
must  face  competition.  We  say,  that  each  of  these  items  must  be 
given  weight. 

"It  is  our  judgment  that  $400,000,  would  be  a  fair  and  liberal  allow- 
ance for  the  item  of  'Going  Value'  in  this  property. 

"We  have  heretofore  found  in  this  opinion,  that  the  cost  of  repro- 
duction less  depreciation  of  this  plant  is  $4,852,777.  Consequently 
our  finding  is,  that  the  cost  of  reproduction  less  depreciation  plus 
'Going  Value'  is  $5,252,777,  but  we  believe  this  property  is  of  greater 
value  than  this.  Its  present  value  is  near  $5,800,000.  This  includes 
improvements  and  additions  made  up  to  March  1st,  1915." 
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340 — Rate  of  Return. 

The  Commission  finds  that  the  value  of  all  of  the  property  actually 
used  and  useful  for  the  convenience  of  the  public  is  $5,625,000;  and  that 
deducting  the  value  of  the  property  apportioned  to  the  production 
and  distribution  of  heat,  the  value  of  the  property  used  and  useful  for 
the  convenience  of  the  public  in  the  production  of  electric  light  and 
power  is  found  to  be  $5,250,000. 

In  regard  to  a  reasonable  return  on  the  investment,  the  decision  says: 

"An  examination  of  the  records  kept  by  the  company  and  its  prede- 
cessors discloses  that  large  earnings  have  been  gathered  into  its 
treasury.  From  these  earnings  there  has  been  invested  in  this  prop- 
erty a  large  surplus  taken  from  the  people.  If  it  enjoyed  a  monopoly 
this  invested  surplus  in  the  property  would  justly  reduce  the  returns 
on  this  property  to  6  per  cent.  But  in  its  field  of  operation  it  has  a 
strong  and  vigorous  competitor,  and  the  rate  of  return  should  be  larger 
by  reason  of  this  fact.  The  hazard  arising  wholly  from  a  competitive 
situation  is  very  great.  Arising  out  of  the  municipal  lighting  of  this 
city  this  Company  has  lost  within  the  last  year  at  least  $172,000. 
Having  in  view  this  competitive  situation  it  is  entitled  to  a  return 
of  at  least  7  per  cent  on  the  value  of  its  property  as  herein  above 
found." 
360 — Depreciation. 

In  discussing  depreciation  the  Commission  says  that  there  are  few 
light  and  power  properties  where  the  percentage  of  depreciation  is  as 
small  as  it  is  here.  The  value  of  real  estate,  working  capital  and 
scrap  value,  of  the  property  amounting  in  this  case  to  $950,000  do  not 
depreciate,  and  underground  conduits,  cable  mains  and  tools  and 
supplies  valued  at  $670,000  are  listed  as  subject  to  the  very  lowest 
depreciation. 

"There  is,   therefore,  but  $3,630,000,   in  value  of  property  where 
usual  depreciation  may  occur.     In  view  of  all  the  evidence  we  find 
that  3  per  cent  on  the  total  present  value  of  the  property  is  a  proper 
and  adequate  depreciation  account." 
353 — Income. 

Upon  the  facts  set  forth  in  this  opinion  it  is  necessary  to  provide  for  an 
income  of  $1,150,000,  made  up  of  operating  expenses,  $525,000;  taxes, 
$100,000;  3%  depreciation,  $157,500;  and  7%  return,  $367,500. 

COURT  DECISIONS 

DES  MOINES  GAS  CASE 

Des  Moines  Gas  Company  v.  City  of  Des  Moines  et  al.  Decision 
of  the  Supreme  Court  of  the  United  States.  June  14,  1915.  (35  Sup. 
Ct.  811). 

In  an  opinion  written  by  Justice  Day,  the  United  States  Supreme  Court 
has  dismissed  the  appeal  takc^n  from  the  ordinance  of  the  city  of  Des 
Moines  fixing  the  rates  of  the  Des  Moines  Gas  Company. 
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The  suit  was  begun  in  the  District  Court  of  the  United  States  for  the 
Southern  District  of  Iowa  by  the  appellant  company  to  enjoin  the 
enforcement  of  the  provisions  of  a  certain  ordinance  of  the  city  of  Des 
Moines  fixing  the  rate  to  be  charged  for  gas  at  ninety  cents  per  thousand 
cubic  feet,  the  rate  to  be  effective  from  the  first  day  of  January,  1911. 
A  temporary  injunction  was  granted  and  the  case  was  referred  to  a 
Special  Master  in  Chancery  to  report  on  findings  of  fact  and  conclusions 
of  law.  The  District  Court  confirmed  the  report  of  the  master  and 
dismissed  the  appeal  "with  prejudice,"  and  added: 

"At  any  time  on  and  after  three  years  from  this  date  complainant, 
its  successor  or  assigns,  may  on  motion  reinstate  this  case  with  all 
the  pleadings  and  evidence  now  on  file,  with  the  same  and  like  effect 
as  though  filed  for  such  subsequent  hearing.  And  each  party  may 
then  file  such  additional  pleadings  and  take  and  file  such  additional 
evidence  as  to  each  party  may  be  deemed  advisable." 

The  Supreme  Court  says: 

"While  we  agree  with  the  court  below  that  it  was  right  to  confirm 
the  Master's  report  and  dismiss  the  bill,  we  think,  in  view  of  the  fact 
that  the  attack  upon  the  rates  was  made  before  the  ordinance  went 
into  effect,  and  before  actual  application  of  the  rates  could  demon- 
strate whether  they  were  remunerative  or  not,  that  the  court  should 
have  followed  the  recommendation  of  the  Master  and  dismissed  the 
bill  without  prejudice.  We  think  this  is  particularly  so,  in  view  of 
the  fact  that  ordinarily  time  alone  can  satisfactorily  demonstrate 
in  a  case  like  this  whether  or  not  the  rates  established  will  prove  so 
unremunerative  as  to  be  confiscatory  in  the  sense  in  which  that 
term  has  been  defined  in  rate  making  cases.  The  Master's  sug- 
gestion has  the  support  of  the  judgment  of  this  court  in  Knoxville 
V.  Knoxville  Water  Co.,  (212  U.  S.  1),  and  WiUcoxv.  Consolidated  Gas 
Co.,  {2Y1  U.  S.  19). 

"With  the  modification  that  the  bill  be  dismissed  without  prejudice, 
instead  of  as  the  court  below  directed,  with  prejudice,  the  decree  is 
affirmed,  with  costs." 


310~Valuation. 

The  particular  exceptions  to  the  Master's  report  which  were  brought 
before  the  Supreme  Court,  concerned  the  manner  of  dealing  with  going 
value  and  the  cost  of  paving  over  mains. 

The  property  was  valued  on  the  basis  of  reproduction  cost  new  less 
depreciation.  The  cost  of  reproduction  of  paving  over  mains  estimated 
at  $140,000  and  going  value  estimated  at  $300,000  were  not  included  in 
the  Master's  final  figure.  If  these  items  were  included  the  valuation 
of  the  plant  would  be  such  that  a  fair  return  could  not  be  made  upon 
the  value  of  the  property,  and  the  company  would  be  entitled  to  a  decree 
in  its  favor.  Therefore,  the  action  of  the  Supreme  Court  in  passing 
upon  the  decree  of  the  lower  court  depended  upon  the  consideration  of 
these  two  points. 
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312.9 — Paving  Over  Mains. 

In  regard  to  the  estimate  of  the  cost  of  reproducing  paving  over  mains 

where  such  cost  had  not  been  borne  by  the  company,  the  Supreme  Court 

says  : 

''As  to  the  item  of  $140,000  which,  it  is  contended,  should  be  added 
to  the  valuation,  because  of  the  fact  that  the  Master  valued  the 
property  on  the  basis  of  the  cost  of  reproduction  new,  less  depre- 
ciation, and  it  would  be  necessary  in  such  reproduction  to  take  up 
and  replace  pavements  on  streets  which  were  unpaved  when  the  gas 
mains  were  laid,  in  order  to  replace  the  mains,  we  are  of  opinion 
that  the  court  below  correctly  disposed  of  this  question.  These 
pavements  were  already  in  place.  It  may  be  conceded  that  they 
would  require  removal  at  the  time  when  it  became  necessary  to 
reproduce  the  plant  in  this  respect.  The  Master  reached  the  con- 
clusion that  the  life  of  the  mains  would  not  be  enhanced  by  the 
necessity  of  removing  the  pavements,  and  that  the  Company  had 
no  right  of  property  in  the  pavements  thus  dealt  with,  and  that 
there  was  neither  justice  nor  equity  in  requiring  the  people  who  had 
been  at  the  expense  of  paving  the  streets  to  pay  an  additional  sum 
for  gas  because  the  plant,  when  put  in,  would  have  to  be  at  the 
expense  of  taking  up  and  replacing  the  pavements  in  building  the 
same.  He  held  that  such  added  value  was  wholly  theoretical, 
when  no  benefit  was  derived  therefrom.  We  find  no  error  in  this 
disposition  of  the  question." 

315.1— Going  Value. 

The  court  reviews  the  discussion  of  going  value  contained  in  the  Master's 

findings,  as  follows: 

"As  we  have  said,  the  Master  was  at  first  disposed  to  allow  $300,000 
as  a  separate  item  covering  the  going  value  of  the  concern.  After 
stating  that  he  fixed  the  going  value  at  the  sum  of  $300,000,  he  says: 

"  'It  may  be  asked  upon  what  basis  this  amount  is  determined. 
The  evidence  followed  strictly  might  require  me  to  make  it  higher, 
could  my  mind  rest  satisfied  that  the  "Going  Value"  of  this  concern 
is  worth  more,  but  I  cannot  feel  satisfied  that  such  is  the  case,  and 
regard  $300,000  as  every  dollar  it  is  worth  over  and  above  its  physical 
value,  and  in  my  judgment,  it  is  worth  that  nmch  more  than  a  plant 
would  be  that  had  to  develop  its  business.  But  that  would  be  much 
more  rapid,  in  my  judgment,  than  is  estimated.  I  think  a  purchaser 
would  be  willing  to  add  this  amount  for  its  developed  business, 
and  that  a  seller  would  not  be  willing  to  sell  unless  he  got  that 
much  more  than  its  physical  value,  but  I  could  not  give  the  mental 
process  by  which  this  conclusion  is  reached  any  more  than  a  jury 
could  do  so,  under  like  circumstances,  but  it  is  nevertheless  my 
judgment  under  all  the  evidence  in  the  case. 

"  'The  element  of  "Good  Will"  as  applied  to  the  ordinary  merchant 
or  manufacturer  dealing  with  the  public  generally  is  not  considered 
in  estimating  the  "Going  Value"  of  Complainant's  plant.  It  cannot 
be  considered  in  a  public  utility  like  the  one  in  question  in  this  case, 
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because  the  Complainant  has  a  monopoly  of  the  business  in  which 
it  is  engaged  in  the  City  of  Des  Moines,  and  those  who  desire  to  use 
its  product  must  buy  of  it.  They  have  no  choice  in  the  matter. 
But  there  is  a  great  difference  even  in  a  monopoly  which  has  a 
business  already  developed  and  one  that  must  develop  it.  The  plant 
of  Complainant  has  all  its  parts  working  in  harmony,  performing 
their  several  functions  in  producing  and  conveying  the  gas  to  its 
customers.  These  several  parts  are  not  only  in  place,  but  have  been 
brought  to  a  harmonious  operation  throughout.  Even  the  employes 
of  the  concern  are  familiar  with  their  duties  and  experienced  in 
performing  them.  But  without  business  no  matter  how  perfect  it 
may  be,  it  would  be  unprofitable.  It  is  ready,  however,  for  business, 
and  has  the  business  to  transact.  It  was  a  small  concern  at  the 
start  in  1864,  but  its  books  show  that  it  has  had  a  steady  growth  for 
many  years  in  the  past,  and  every  thing  indicates  that  it  will  con- 
tinue in  the  future.  There  is  great  difference  between  such  a  plant 
and  one  whose  business  must  be  developed.  All  a  purchaser  of  such  a 
plant  would  have  to  do  would  be  to  take  charge  of  the  plant,  "touch 
the  button,"  and  he  is  making  money  from  the  start.  There  is  no 
element  of  uncertainty  connected  with  it. 

"  'He  can  retain  its  experienced  employes  as  a  rule,  should  he  so 
desire,  at  the  same  wages.  There  is  no  question  that  such  a  plant 
has  a  "Going  Value,"  because  it  is  a  money  maker  from  the  start. 
"  'The  only  difficulty  is  to  determine  how  much  its  "going  value"  is 
worth.  No  interest  during  its  construction  is  allowed,  nor  anything 
that  is  included  in  the  "Overhead  Charges,"  which  are  part  of  the 
physical  value.  But  simply  the  fact  that  it  has  a  developed  business 
that  will  make  money  for  its  owner,  with  reasonable  rates  allowed  for 
the  product  which  it  manufacturers  and  sells.'  " 

315.2— Good  Will. 

The  Supreme  Court  says: 

"That  'good  will,'  in  the  sense  in  which  that  term  is  generally  used 
as  indicating  that  element  of  value  which  inheres  in  the  fixed  and 
favorable  consideration  of  customers,  arising  from  an  established 
and  well-known  and  well  conducted  business,  has  no  place  in  the 
fixing  of  valuation  for  the  purpose  of  rate-making  of  public  service 
corporations  of  this  character,  was  established  in  AVillcox  v.  Con- 
solidated Gas  Co.,  212  U.  S.  19,  52.  'Going  Value,'  or  'going  concern 
value'  i.  e.,  the  value  which  inheres  in  a  plant  where  its  business  is 
established,  as  distinguished  from  one  which  has  yet  to  establish 
its  business  has  been  the  subject  of  much  discussion  in  rate-making 
cases  before  the  courts  and  commissions.  Many  of  those  cases  are 
collected  in  Whitten  on  'Valuation  of  Public  Service  Corporations,' 
Sections  550-569,  and  the  supplement  to  the  same  work.  Sections 
1350-1385." 

315.1— Going  Value. 

"That  there  is  an  element  of  value  in  an  assembled  and  established 
plant,  doing  business  and  earning  money,  over  one  not  thus  advanced, 
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is  self-evident.  This  element  of  value  is  a  property  right,  and  should 
be  considered  in  determining  the  value  of  the  property,  upon  which 
the  owner  has  a  right  to  make  a  fair  return  when  the  same  is  privately 
owned  although  dedicated  to  public  use.  Each  case  must  be  con- 
trolled by  its  own  circumstances,  and  the  actual  question  here  is:  In 
view  of  the  facts  found,  and  the  method  of  valuation  used  by  him, 
did  the  Master  sufficiently  include  this  element  in  determining  the 
value  of  the  property  of  this  Company  for  rate-making  purposes? 
"Included  in  going  value  as  usually  reckoned  is  the  investment 
necessar}^  to  organizing  and  establishing  the  business  which  is  not 
embraced  in  the  value  of  its  actual  physical  property.  In  this  case, 
what  may  be  called  the  inception  cost  of  the  enterprise  entering  into 
the  establishing  of  a  going  concern  had  long  since  been  incurred. 
The  present  company  and  its  predecessors  had  long  carried  on  business 
in  the  City  of  Des  Moines,  under  other  ordinances,  and  at  higher 
rates  than  the  ordinance  in  question  established.  For  aught  that 
appears  in  this  record,  these  expenses  may  have  been  already  com- 
pensated in  rates  charged  and  collected  under  former  ordinances. 
As  we  have  said,  every  presumption  is  in  favor  of  the  legitimate 
exercise  of  the  rate-making  power,  and  it  is  not  to  be  presumed, 
without  proof,  that  a  Company  is  under  the  necessity  of  making 
up  losses  and  expenditures  incidental  to  the  experimental  stage  of  its 
business. 

"These  items  of  expense  in  development  are  often  called  overhead 
charges,  for  which,  as  we  have  already  seen,  the  Master  allowed 
fifteen  per  cent,  upon  the  base  value  (exclusive  of  real  estate),  or 
$296,254,  in  addition  to  his  allowance  of  $6,923  for  organization 
expenses. 
Then  follows  a  quotation  from  the  Master's  report  showing  the  allow- 
ance for  overhead  charges.     The  holdings  on  going  value  in  Knoxville 
V.  Knoxville  Water  Co.  supra;  Cedar  Rapids  Gaslight  Co.  v.  Cedar  Rapids 
(223  U.  S.  655),  and  Cedar  Rapids  Water  Co.  v.  Cedar  Rapids  (118  Iowa 
234),  and  Willcox  v.  Consolidated  Gas  Co.  supra,  are  reviewed  and 
the  court  continues,  as  follows: 

"As  we  have  already  said,  the  Master,  while  at  first  disposed  to 
allow  the  additional  sum  of  $300,000  for  'going  value'  as  a  separate 
item,  after  the  decision  of  this  court  in  the  Cedar  Rapids  case  seems 
to  have  reached  a  different  conclusion,  for  he  said  of  that  case : 
"  '  .  .  .  it  also  renders  it  extremely  doubtful  tiiat  "Going 
Value"  will  be  included  in  the  valuation  of  such  a  plant  as  the  ])asis 
of  return,  beyond  the  fact  that  it  is  in  "successful  operation."  That 
would  exclude  the  sum  of  $300,000  estimated  in  this  case,  on  the 
grounds  that  when  the  ordinance  was  enacted,  it  already  possessed  a 
well  developed  and  paying  business. 

"  'In  my  judgment,  after  considering  the  able  and  thorough  ar- 
guments of  counsel,  that  it  is  decisive  of  the  question,  and  holds 
that  "going  value"  should  not  be  considered  in  determining  the 
basis  upon  which  the  comjilainant  is  entitled  to  have  its  return 
reckoned,  and  feel  that  it  is  my  duty  to  so  state. 
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"  'The  physical  value  as  hereinbefore  determined,  is  reckoned 
upon  the  fact  that  the  plant  was  in  "successful  operation,"  when  the 
ordinance  was  enacted,  otherwise  its  value  would  be  much  less. 
The  "going  value"  is  that  enhancement  which  results  from  a  well 
developed  and  paying  business.  This  would  result  in  reducing  the 
estimated  deficit  for  each  year  $24,000,  and  yield  a  return  to  the 
Complainant  of,  at  least,  6  per  cent  on  $2,100,000. 

"  'While  this  case  is  close  to  the  border  line,  I  cannot  say  on  the 
whole  case  that  the  evidence  beyond  any  just  and  fair  doubt,  satisfies 
me  that  the  rates  will  prove  confiscatory,  should  the  ordinance  be 
put  into  effect  and  an  actual  test  thereof  be  made.' 

"While  there  is  a  difference  between  court  and  counsel  as  to  what 
the  Master  meant  by  this,  we  think  it  is  apparent  that  he  meant  to 
say  that,  applying  the  rule  of  the  Cedar  Rapids  case,  he  had  already 
valued  the  property  in  the  estimate  of  what  he  called  its  physical 
value,  upon  the  basis  of  a  plant  in  actual  and  successful  operation; 
for  he  said  that  otherwise  its  value  would  be  much  less. 
"As  pointed  out  in  the  Cedar  Rapids  case,  if  return  is  to  be  re- 
garded beyond  that  compensation  which  a  public  service  corpora- 
tion is  entitled  to  earn  upon  the  fair  value  of  its  property,  the  right 
to  regulate  is  of  no  moment,  and  income  to  which  the  corporation  is 
not  entitled  would  become  the  basis  of  valuation  in  determining 
the  rights  of  the  pulilic.  When,  as  here,  a  long  established  and 
successful  plant  of  this  character  is  valued  for  rate-making  pur- 
poses, and  the  value  of  the  property  fixed  as  the  Master  certifies 
upon  the  basis  of  a  plant  in  successful  operation,  and  overhead 
charges  have  been  allowed  for  the  items  and  in  the  sums  already 
stated,  it  cannot  be  said,  in  view  of  the  facts  in  this  case,  that  the 
element  of  going  value  has  not  been  given  the  consideration  it 
deserves  and  the  appellant's  contention  in  this  behalf  is  not  sus- 
tained." 
340 — Rate  of  Return. 

"Nor  do  we  think  there  was  error  in  refusing  an  injunction  upon  the 
conclusion  reached  that  a  return  of  6  per  cent,  per  annum  on  the 
valuation  would  not  be  confiscatory.  This  is  especially  true  in  view 
of  the  fact  that  the  ordinance  was  attacked  before  there  was  oppor- 
tunity to  test  its  results  by  actual  experience.  It  is  true  the 
Master  reported  that  in  his  opinion  the  Company  ought  to  earn  8  per 
cent.,  but  he  also  found  that  in  his  judgment  gas  could  be  produced 
for  60  cents  per  thousand,  and  the  actual  effect  of  the  90  cent  rate 
on  an  economically  managed  plant  had  not  had  the  test  of  experience." 

REFERENCES 

MUNICIPALITIES 

811— Municipal  or  Local  Regulation  of  Utilities. 

Municipal  Regulation  of  Public  Utilities,  by  John  H.  Roemer, 
4  pages.     Electrical  Engine errug.     August,  1915,  p.  307. 
This  paper  was  abstracted  in  7  Rate  Research  189. 
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840 — Public  Operation. 

The  Results  of  One  Year's  Operation — Seattle  Municipal  Rail- 
way.    Journal  oj  Electricity,  Power  mid  Gas.     August  7,  1915,  p.  101. 

An  account  is  given  of  the  first  year  of  municipal  railway  operation  in  Seattle  which 
not  only  shows  that  the  operation  of  the  street  railway  resulted  in  a  loss,  but  that, 
in  order  to  improve  the  railway  showing,  part  of  its  losses  has  been  foisted  on  the 
lighting  department  and  concealed  in  the  rate  charged  for  the  power  used  by  the 
railway. 

890 — Municipal  Statistics. 

Department  of  Gas  and  Electricity  of  Chicago.  Eighteenth 
Annual  Report,  1914.     Pamphlet  1 17  pages. 

The  annual  report  for  the  year  1914  of  the  Department  of  Gas  and  Electricity, 
gives  an  account  of  the  establishment  and  organization  of  the  Department  and  a 
record  of  its  activities  during  the  year.  A  part  of  the  report  is  concerned  with 
street  lighting  data,  and  comparative  costs  are  given  for  both  the  old  and  new 
types  of  lamps. 

COURT  DECISION  REFERENCES 

224^Rates. 

State  ex  rel.  Missouri  Pacific  Railway  Co.  v.  Clark  et  al.,  State 
Railway  Commission,  Decision  of  the  Supreme  Court  of  Nebraska. 
June  19,  1915.     153  Northwestern  623. 

The  railway  company  petitioned  the  State  Railway  Commission  for  permission 
to  increase  passenger  rates.  The  Commission  dismissed  the  petition  on  the 
ground  that  the  Two-Cent  Fare  Act  fixes  the  rate  and  leaves  the  Commission 
without  jurisdiction.  The  company  applied  to  the  Court  for  a  writ  of  mandamus 
requiring  the  Commission  to  entertain  jurisdiction.  The  writ  is  denied  by  the 
Court,  and  the  opinion  written  by  Judge  Rose  holds  that: 

"The  general  power  of  the  State  Railway  Commission,  as  applied  to  passenger 
traffic,  is  limited  to  rates  below  the  maximum  fixed  by  the  two-cent  fare  law." 

Judge  Sedgwick,  however,  in  a  dissenting  opinion  says: 

"The  regulation  of  rates  is  a  difficult  and  complicated  matter.  It  involves 
the  consicleration  of  values  and  other  things  which  the  legislature  itself  is  with- 
out necessary  facilities  to  ascertain.  The  Legislature,  realizing  this,  and 
knowing  the  piu-pose  of  the  people  of  the  state  in  providing  a  State  Railway 
Commission,  has  supplied  these  facilities  in  detail  to  that  Commission  and 
made  lil)eral  aj)pr()i)riation  for  that  purpose.  If  the  Legislature  has  power  undcn- 
the  Constitution  to  regulate  rates  without  the  assistance  of  the  Railway  C'om- 
mission,  it  will  not  be  considered  to  have  done  so  unless  that  intention  is  ex- 
pressed in  direct  and  unequivocal  language." 

He  points  out  that  rates  must  be  changed  to  meet  charging  conditions. 

"The  Legislature  has  already  found  it  necessary  to  change  the  rate.  The 
statute  fixing  the  rate  at  two  cents  was  intended  as  a  temporary  act,  until 
necessary  investigations  could  be  made  and  the  truth  learned."     .     .     . 

"The  Railway  Commission  by  express  and  plain  provisions  of  ttie  statute 
can  investigate,  make  schedules  of  passenger  rates,  and  can  'alter,  change, 
amend,  or  abolish'  passenger  rates.  This  is  inconsistent  with  the  thought  that 
the  Legislature,  or  the  Commission,  or  anyl)ody  else,  ever  has  made  or  ever 
will  make  a  permanent  rate." 
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For  statement  of  facts  and   opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

DULUTH  EDISON  ELECTRIC  COMPANY 

DuLUTH  Edison  Electric  Company,  Electric  Rates  Effective  as  of 
January  1,   1915. 

The  Electrical  World,  July  10,  1915  (p.  104),  gave  an  account  of  a 
reduction  in  general  lighting  and  street  lighting  rates  of  the  Duluth 
Edison  Electric  Company  on  information  of  Mr.  A.  W.  Hartman, 
President  of  the  Company. 

Following  two  years  or  more  of  municipal  ownership  agitation  the  city 
had  taken  steps  to  provide  for  the  erection  of  a  municipal  plant  to 
supply  both  municipal  and  commercial  service.  A  citizens'  com- 
mittee was  organized  to  investigate  the  merits  of  the  city's  plans  and,  at 
the  request  of  the  Committee,  this  company  agreed  to  make  a  two-year 
contract  with  the  city  to  supply  arc  lighting  at  $45  a  year  per  lamp 
instead  of  $55,  the  price  then  in  force,  and  also  to  reduce  the  existing 
lighting  rate  from  a  maximum  of  8  cents  per  kilowatt-hour  to  6  cents. 
The  proposition  was  not  accepted  by  the  city  council,  which  adopted, 
instead,  an  ordinance  providing  for  a  maximum  rate  of  4  cents  per 
kilowatt-hour.  The  matter  was  left  to  a  decision  of  the  voters,  and 
at  a  special  election  in  January  of  this  year,  the  city's  proposals  for  a 
municipal  plant  and  the  ordinance  fixing  the  4  cent  rate  were  both 
rejected,  and  the  rates  offered  by  the  company  were  approved.  The 
rates  now  in  effect  for  lighting  and  power  service  are  as  follows: 

NET  LIGHTING  RATES. 
Rate: 

6  cents  per  kilowatt-hour  for  1  to  200  kilowatt-hours. 
5  cents  per  kilowatt-hour  for  200  to  500  kilowatt-hours. 
4.5  cents  per  kilowatt-hour  for  all  over  500  kilowatt-hours. 
Special  rates  will  be  made  on  special  classes  of  business.     Rates  made  accord- 
ing to  the  load  factor  of  consumer. 

NET  POWER  RATES. 
Rate: 

4.5  cents  per  kilowatt-hour  on  motors  of  1  horse-power  and  less. 
4     cents  per  kilowatt-hour  on  motors  of  over  1  to    5  horse-power. 
3.2  cents  per  kilowatt-hour  on  motors  of  over  5  to  15  horse-power. 
2.4  cents  per  kilowatt-hour  on  motors  over  15  horse-power. 

Minimum  Charge. 

80  cents  per  horse-power  per  month. 

80  cents  per  month  for  motors  of  1  horse-power  or  less. 

Editorul  Note. — All  indented  matter  is  direct  quotation. 
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NET  HEATING  AND  COOKING  RATE. 

Rate : 

2.4  cents  per  kilowatt-hour. 

Minimum  Charge. 
$1.00  per  month. 

COMMISSION  DECISIONS 

INDIANA 

300— Investment  and  Return. 

Moore  et  al.  v.  Merch.\nts  Heat  and  Light  Company,  Alleging  that 
the  Rates  for  Heat,  Light  and  Power  are  Discriminatory.  Decision 
of  the  Indiana  Public  Service  Commission,  Fixing  Rates.  July  30, 
1915. 

The  investigation  of  the  rates  of  the  Merchants  Heat  and  Light  Com- 
pany was  conducted  in  connection  with  the  proceeding  against  the 
Indianapolis  Light  and  Heat  Company.  The  decision  of  the  Com- 
mission in  the  Indianapolis  Company  case  was  reported  in  7  Rate 
Research  291  and  307;  and  the  rates  which  were  put  in  effect  for  both  of 
the  competing  companies  were  given  on  pages  292  to  296. 

310 — Valuation. 

In  the  Merchants  Heat  and  Light  Company  case,  the  opinion  did  not 
give  an  extended  analysis  or  discussion  of  the  Commission's  findings  in 
the  valuation  of  the  property. 

The  company  now  has  three  central  stations  from  which  is  supplied  hot 
water  heating  and  steam  heating  service  and  electric  service.  The 
Commission  says  that  the  situation  is  a  complicated  one,  rendering 
difficult  the  apportionment  of  costs  l^etween  the  three  services,  and  that 
it  is  further  complicated  by  the  changes  in  plant  and  equipment  made 
necessary  in  preparation  for  the  furnishing  of  the  municipal  lighting 
service,  contract  for  which  was  recently  taken  from  the  Indianapolis 
Company  and  awarded  the  Merchants  Company. 

The  Commission  concludes  that  a  fair  value  of  that  part  of  the  plant  of 
the  Merchants  Company  used  and  useful  for  the  convenience  of  the  public 
on  the  30th  day  of  June,  1914,  including  going  value,  supplies  and 
working  capital,' is  $2,00(),()()0. 

350— Total  Revenue,  Expense,  Income. 

The  total  operating  income  to  be  provided  for  was  found  to  total 
$514,000,  made  up  of  $291,639.33  operating  expenses;  $12,534.66  taxes; 
$10,273.52,  five  percent  on  income  fiom  incandesccnit  lighting  paid  the 
city;  $140,000  seven  per  cent  return;  $60,000  three  per  cent  depreciation 
on  total  valuation. 

360 — Depreciation. 

The  Commission  says: 

"A  depreciation  of  three  per  cent  is  perhaps  too  low  if  considered 
on  that  part  of  the  plant  which  actually  depreciates.     The  above 
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amount,  however,  is  computed  on  the  whole  value  of  the  plant 
including  real  estate,  going  value,  working  capital  and  inventory. 

"It  should  not  be  so  allowed  in  ordinary  cases.  In  this  case  the  con- 
ditions are  such  that  we  have  not  attempted  to  fix  a  value  separately 
on  the  property  to  which  the  depreciation  should  actually  apply. 
If  we  had  such  a  separation  the  rate  should  be  higher  than  three 
per  cent  on  that  value.  The  defendant  in  its  brief  applied  a  three 
per  cent  rate  to  the  value  of  the  whole  property  and  we  have  con- 
sidered it  advisable  to  do  the  same  thing  under  existing  conditions." 

400— Rate  Theory. 

In  this  decision,  rate  theory  and  the  factors  to  be  considered  in  rate 
making  are  discussed  at  length. 

"Electrical  engineers  have  given  much  thought  to  the  matter  of 
developing  and  devising  fair  and  scientific  rates  for  electric  current. 

"They  have  by  various  processes  deduced  rules  whereby  they  assume 
to  determine  accurately  and  scientifically  just  what  is  a  fair  rate  for 
each  user  of  current  furnished  by  an  electric  utility.  These  rates  are 
made  on  the  theory  that  the  actual  cost  of  producing  whatever  amount 
of  current  or  electrical  energy  any  one  patron  may  use  in  a  given 
time  can  be  ascertained.  These  costs  include  the  operating  expense 
or  cost  of  generating  and  distributing  the  energy,  a  fair  return  on  the 
investment,  the  amount  of  which  is  measured  by  the  value  of  the 
tangible  and  intangible  properties  of  the  utility,  and  a  depreciation 
fund  which  is  provided  for  the  purpose  of  and  should  be  sufficient 
to  replace  the  plant  when  the  same  may  become  worn  out  or  obsolete." 

410^Cost  of  Service. 

"By  this  method  of  rate  making  it  is  attempted  to  allot  to  each 
patron  his  proportion  of  whatever  sum  would  be  a  fair  income  on  the 
amount  of  the  investment  which  has  reasonably  been  made  and  such 
part  of  the  operating  expenses  as  necessarily  must  be  incurred  in  order 
to  begin  supplying  such  patron  with  electricity,  plus  a  proper  amount 
to  be  set  aside  as  a  depreciation  fund  and  which  is  necessary  in  order 
to  replace  and  repair  the  plant  and  keep  it  in  a  condition  that  will 
enable  it  to  continue  to  produce  electricity.  The  patron's  proportion 
of  this  sum  is  determined  by  ascertaining  the  proportion  of  all  the 
current  he  would  use  in  a  given  time  to  the  whole  amount  that  all 
the  patrons  would  use  or  'demand'  during  the  same  period  of  time. 
To  this  demand  charge  is  added  the  cost  of  generating  whatever 
quantity  of  current  may  be  actually  used  by  the  patron. 

411.1 — Customer  Charges. 

"A  third  step  is  sometimes  introduced  which  is  denominated  the 
customer's  charge.  This  charge  is  fixed  by  calculating  just  what  part 
of  the  operating  expenses  are  made  solely  for  the  benefit  or  on 
account  of  the  individual  customer  and  charging  him  directly  with 
the  sum  in  addition  to  his  demand  charge.  This  customer's  charge 
ncludes  cost  of  reading  meter,  entering  the  account  on  the  books, 
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sending  statement,  collecting  account,  work  on  customer's  premises 
and  many  other  refinements  of  division  and  adjustment,  all  of  which 
are  assumed  to  be  precisely  the  same  on  account  of  each  customer 
and  this  without  reference  to  his  demand  or  the  amount  of  energy 
used.  This  charge  being  deducted  from  the  operating  expenses 
greatly  reduces  the  cost  of  generating  the  energy  and  by  a  liberal 
transferring  of  operating  expenses  to  demand  and  customers  charges 
the  apparent  cost  of  generating  energy  is  very  low.  The  manifest 
tendency  and  intent  of  any  reasoning  or  analysis  of  cost  conditions 
which  increases  the  demand  and  customers  charges  is  to  reduce 
the  cost  per  measured  quantity  of  energy  production  and  this  inures 
to  the  benefit  of  the  customer  who  uses  a  large  amount  of  energy." 

411— Apportionment  of  Expense. 

''No  doubt  if  accounts  were  so  kept  in  operating  an  electric  utility 
that  these  several  factors  entering  into  a  rate  could  be  exactly  deter- 
mined a  rate  or  charge  based  on  actual  cost,  with  that  cost  including 
an  income  on  the  investment,  might  be  accurately  worked  out. 

"The  minuteness  of  detail  which  would  be  necessary  in  attempting 
such  a  task  in  accounting  would  make  it  impractical.  The  course 
pursued  is  to  apportion  the  cost  of  reading  meters  equally  between 
the  customers  and  also  the  cost  of  collecting  the  customers  bills, 
and  services  on  the  premises  and  the  income  return  on  the  cost  of  the 
meter  and  services  and  the  material  and  labor  in  installing  the  same. 
This  is  so  done  for  the  reason  that  the  keeping  of  an  individual  account 
showing  these  expenses  in  detail  against  each  individual  customer 
would  be  prohibitive  on  account  of  the  expense  of  doing  it.  It 
could  not  be  possible,  however,  that  the  costs  and  expenses  would  be 
equal  as  to  each  and  all  customers  of  any  utility  for  these  various 
items.  There  might  not  be  a  great  difference  and  there  will  be  some 
difference  in  favor  of  some  customers  as  compared  with  others  and 
this  slight  difference  repeated  each  month  would  amount  to  a  sub- 
stantial difference  in  a  year.  So  that  the  best  that  can  be  said  for  any 
of  these  scientific  rate  making  theories  is  that  they  are  approximately 
correct.  We  have  no  criticism  to  make  of  any  of  them.  They  are  the 
most  nearly  correct  of  anything  that  has  been  ])rought  to  our  attention 
but  they  are  far  from  being  absolutely  so.  In  addition  to  the  inequal- 
ities above  referred  to  in  distributing  demand  and  customers  charges 
it  can  be  said  that  the  cost  of  distributing  current  to  customers  is  not 
and  cannot  be  the  same  per  unit  to  each  and  all.  There  will  be  a 
greater  loss  by  leakage  and  in  transformers  when  the  customer  is  five 
or  ten  miles  from  the  power  plant  than  in  a  case  where  he  is  only  one 
square  away." 

460 — Value  of  Service  Theory. 

"There  is  and  will  ever  be  a  certain  and  not  inconsidera])le  amount 
of  the  arbitrary  factor  in  rate  making.  Notwithstanding  the  recent 
revulsion  against  the  old  j^ractice  of  ascertaining  what  the  lousiness 
will  stand,  we  still  have  that  element  with  us  in  determining  what 
should  be  charged  for  a  utility  service  or  commodity.     And  it  is 
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the  presence  of  that  very  element  that  has  caused  the  scientific  or 
cost  theory  of  rate  making  to  go  to  the  farthest  Umit  in  shifting 
costs  away  from  operation  into  demand  or  customers  charges  in  trying 
to  retain  the  substance  without  the  form  of  this  element.  The 
defendant  company  has  a  rate  schedule  on  file  with  this  Commission 
making  a  rate  of  seven  and  one-half  cents  per  kilowatt  hour  for  the 
first  two  hundred  kilowatt  hours,  during  the  month  for  lighting  and 
four  and  one-half  cents  per  kilowatt  hour  for  the  first  two  hundred 
kilowatt  hours  during  the  month  for  power. 

"It  necessarily  costs  just  as  much  to  generate  the  two  hundred 
kilowatts  for  power  as  it  costs  to  generate  the  two  hundred  kilowatts 
for  lighting,  and  the  only  reason  for  making  the  difference  in  favor  of 
the  power  rate  is  an  arbitrary  one,  because  the  business  will  stand 
the  rate  in  the  lighting  case  and  will  not  stand  it  in  the  power  case. 
And  this  is  so  because  the  power  user  has  steam  power  that  he  can 
use  and  put  in  competition  with  the  electric  power.  In  order  to 
justify  this  arbitrary  measure  it  has  become  customary  to  speak  of 
that  part  of  the  current  distributed  for  power  as  a  by-product  which 
may  be  sold  at  any  price  it  will  bring  without  doing  violence  to  the 
rights  of  any  one. 

"That  is,  we  consider  the  electric  lighting  plant  to  have  been  origin- 
ally constructed  solely  for  the  benefit  of  the  light  user,  and  that  he  is 
primarily  liable  and  must  see  to  it  that  a  profitable  income  is  assured. 
After  that  is  assured  the  generator  may  be  kept  running  at  times  when 
little  if  any  lighting  is  demanded,  or  in  excess  of  the  lighting  demand 
when  current  is  being  used  for  lighting,  and  the  current  thus  generated 
is  just  so  much  clear  gain  which  may  and  should  be  sold  for  whatever 
it  will  bring  and  the  proceeds  of  such  sale  placed  in  the  general 
operating  income  and  thereby  enable  the  utility  to  reduce  the  cost 
to  the  lighting  customer. 

"This  sounds  good  and  would  even  be  good  logic  if  it  did  not  occasion- 
ally become  sophistry." 

"It  inures  wholly  to  the  benefit  of  the  lagging  customer  to  the 
detriment  of  the  pioneer.  The  man  who  moved  first  and  made  the 
electric  lighting  plant  possible  must  forever  carry  the  burden  and  allow 
the  one  who  comes  in  at  the  eleventh  hour  not  simply  equal  but  far 
greater  benefits  than  he  receives." 

600— Rate  Differentials. 

"The  defendant  company  had  on  the  First  day  of  July  1914,  a 
connected  power  load  nearly  five  times  as  great  as  the  connected 
residence  lighting  load  and  an  active  connected  power  load  thirteen 
times  as  great  as  the  active  residence  lighting  load. 

"It  does  not  appear  entirely  right  to  consider  the  aforesaid  light  user 
as  the  one  for  whose  exclusive  benefit  the  plant  was  constructed 
and  the  power  user  as  a  benefactor  who  is  doing  a  benevolent  thing 
in  using  a  large  wattage  of  current  at  whatever  price  he  is  willing  to 
pay  and  thereby  lighten  the  load  of  the  light  user  by  that  much." 
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611— Light. 

"The  domestic  lighting  schedule  should  have  its  full  share  of  the 
arbitrary  factor  in  rate  making.  Just  as  it  is  found  necessary  to  re- 
duce the  price  of  energy  supplied  for  power  in  order  to  meet  the 
competition  of  steam  power  so  it  is  necessary  and  manifestly  right 
to  arbitrarily  reduce  the  lighting  schedule  below  what  is  scientifically 
determined  by  the  aforesaid  plan  to  be  actual  cost,  in  order  to  prevent 
the  light  patron  from  being  driven  off  the  circuit  by  prohibitive 
rates. 

"Assuming  that  the  demand  rate  can  be  worked  out  so  as  to  very 
nearly  apportion  to  each  patron  the  exact  cost  of  serving  him  and  that 
each  patron  ought  to  pay  the  actual  cost  of  his  service  if  it  can  be 
ascertained,  yet  the  fact  remains  that  rates  for  electric  lighting  and 
power  have  been  built  up  on  'what  the  business  would  stand'  theory. 
This  early  method  of  fixing  rates  is  now  discarded  by  most  economists, 
but  it  has  not  and  can  not  at  this  time  be  wholly  eliminated.  It  is 
found  in  all  flat-meter  rates  of  electric  lighting  plants,  and  is  in  fact 
the  popular  rate  and  the  only  one  which  all  patrons  of  a  lighting 
plant  can  understand.  It  is  conceded  by  the  defendant  company 
that  the  so  called  demand  rate  while  being  more  nearly  correct  so  far 
as  ascertaining  the  actual  cost  of  each  customer's  service  is  concerned 
is  not  a  practical  rate  to  be  applied  to  domestic  lighting  for  the  reason 
that  the  demand  would  be  so  great  in  many  instances  that  it  would 
be  prohibitive.  And  the  petitioners  suggest  a  flat  meter  rate  in  which 
the  demand  or  ready  to  serve  charge  is  distributed  throughout  the 
schedule,  not  scientifically  correct,  but  by  commingling  the  actual 
demand  with  'what  the  business  will  stand'  making  a  compromise 
rate  that  will  be  practical  and  fair.  The  defendant  has  had  such  a 
schedule  in  force  so  far  as  we  know  during  all  of  its  existence,  and  we 
believe  such  a  schedule  should  be  continued  for  the  use  of  those 
patrons  who  desire  service  thereunder.     .     .     . 

612— Power. 

"In  this  plant  the  power  user  is  the  predominant  factor.  The  plant 
has  been  built  up  for  him  and  there  can  be  no  justification  for  calling 
his  service  a  by-product  and  selling  it  to  him  for  less  than  actual  cost 
and  forcing  the  price  of  current  sold  to  the  domestic  consumer  to  the 
highest  point  it  will  stand  in  order  to  make  the  income  account  show 
a  net  surplus." 

616.1— Street  Lighting. 

In  discussing  the  municipal  lighting  service,  the  decision  says: 

"It  appears  from  the  evidence  that  the  power  load  of  the  Company 
is  much  greater  than  its  lighting  load  and  that  the  municipal  lighting 
if  carried  in  addition  to  the  present  commercial  lighting  will  not 
make  the  night  load  of  the  plant  as  great  as  the  present  day  load 
except  that  it  may  raise  the  present  early  evening  and  late  morning 
peak  somewhat.  This  municipal  lighting  has  been  referred  to  by  the 
Defendant's  engineer  as  a  by-product,  but  we  regard  it  as  entitled  to 
bear  its  due  proportion  of  the  operating  and  fixed  charges  of  the 
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plant.  The  difficulty  at  this  time  is  to  determine  what  that  pro- 
portion is  or  rather  may  be.     .     .     . 

"The  municipal  lighting  being  wholly  a  matter  for  future  development 
we  will  assume  that  the  rate  fixed  by  the  defendant  and  the  municipal- 
ity is  fair  to  both  parties  and  pass  that  part  of  the  case  by  without 
consideration.  In  fact  no  question  of  the  fairness  of  the  rate  was 
raised  on  the  hearing  and  it  could  not  well  have  been  presented  since 
the  service  was  not  to  be  installed  for  some  time  and  the  equipment 
was  then  being  constructed  and  placed  and  could  not  then  have  been 
satisfactorily  valued." 

629 — Competition. 

"Power  rates  have  been  beaten  down  to  the  low  point  by  com- 
petition with  other  power  so  that  we  do  not  feel  that  it  would  be  right 
or  proper  to  make  a  reduction  in  these  rates  unless  the  revenues  of 
the  defendant  were  sufficient  to  allow  a  substantial  reduction  in  all 
classes  of  service.  The  income  will  not  justify  a  reduction  in  all  the 
rates  of  the  defendant.  The  situation  in  Indianapolis  has  for  some 
years  been  a  sharply  competitive  one  and  this  has  resulted  in  fairly 
low  rates  to  all  consumers  of  electrical  energy.  The  greatest  evil  that 
has  resulted  from  these  competitive  conditions  is  such  as  result 
from  like  conditions  everywhere,  that  is,  discriminations  whereby 
favored  customers  secure  rates  below  what  is  really  justifiable  and 
those  not  so  favored  are  required  to  pay  an  excessive  rate  to  take  care 
of  the  losses  caused  by  the  favored  customers  charges." 

720— Rate  Schedules. 

"Rates  have  ranged  from  ten  to  five  cents  per  kilowatt  and  even  lower 
under  practically  the  same  circumstances.  This  condition  prevailed 
largely  in  residence  lighting  cases.  By  cutting  off  the  lower  or 
discriminatory  rates  in  this  class  of  business  a  slight  reduction  can  be 
made  to  those  who  are  paying  the  higher  rates.  A  reduction  of  one- 
half  cent  per  kilowatt  on  a  seven  cent  rate  is  a  reduction  of  about 
seven  per  cent.  Such  a  reduction  carried  through  the  entire  schedule 
of  the  defendant  could  not  be  made  without  making  a  rate  that 
would  be  confiscatory.  A  reduction  can  be  made  in  domestic 
lighting  rates  where  the  greatest  discriminations  have  existed  without 
materially  reducing  the  operating  revenues  of  the  defendant  and  we 
believe  that  is  where  the  reduction  should  be  made." 

OREGON 

300— Investment  and  Return. 

Campbell  et  al.  v.  Hood  Rfver  Gas  and  Electric  Company,  Alleging 
That  Electric  Rates  to  Rural  Customers  Are  Unreasonable.  Decision 
of  the  Oregon  Public  Service  Commission,  Fixing  Rates.  July  14, 
1915. 

The  Complainants  ask  that  the  Commission  equalize  rates  between  the 
city  of  Hood  River  and  Hood  River  Valley.  The  electric  service  is 
furnished  by  the  Hood  River  Gas  and  Electric  Company  and  the  Hydro 
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Electric  Company,  and  an  application  for  authority  to  increase  rates 
was  filed  by  both  companies.  All  three  proceedings  were  combined 
and  the  Commission  made  a  complete  investigation  to  determine 
reasonable  rates  for  all  service  rendered  by  the  companies.  The  Hood 
River  Gas  and  Electric  Company,  operating  its  system  as  a  lessee  of  the 
Pacific  Power  and  Light  Company,  was  the  first  company  in  the  field. 
The  Hydro  Electric  Company  entered  the  field  as  a  competitor. 

148 — Competition. 

"Immediately  there  began  a  bitter  competitive  war,  with  the  usual 
incidents  to  such  form  of  commercial  activity — rebates,  rate  cutting, 
flat  rates  entirely  disproportionate  to  the  service  rendered,  free 
service,  and  even  physical  interference  with  the  system  of  the  com- 
petitor. The  population  of  Hood  River  City  and  Valley,  and  the 
nature  of  the  local  industries,  largely  centered  around  the  growth  and 
sale  of  apples,  were  entirely  insufficient  to  support  two  utilities  so 
competing  for  the  limited  amount  of  business  which  the  territory 
could  offer.  Bankruptcy  for  both  companies  was  inevitable.  The 
approval  of  the  public  utilities  act,  November,  1912,  imposed  heavy 
penalties  for  a  continuance  of  the  rate  cutting,  rebating,  and  grossly 
unjust  discriminations  which  had  been  the  usual  strategy,  and  brought 
about  a  stalemate.  On  January  15,  1913,  less  than  a  year  from  the 
time  the  Hydro  Electric  Company  commenced  commercial  service, 
the  interests  which  controlled  the  Pacific  Power  &  Light  Company 
and  the  Hood  River  Gas  &  Electric  Company  bought  the  outstanding 
capital  stock  of  the  Hydro  Electric  Company.  A  semblance  of 
competition  between  the  two  companies  was  maintained  thereafter 
until  the  report  of  the  Commissioner  who  audited  their  accounts 
was  produced  at  the  hearing  in  the  present  proceedings,  when  the 
Commission  recommended  the  prompt  consolidation  of  the  two 
companiesinfactintheinterest  of  economy  in  operation."     .     .     . 

The  two  companies  are  now  both  ultimately  controlled,  through  stock 
ownership,  as  is  also  the  Pacific  Power  and  Light  Company,  by  American 
Power  and  Light  Company,  and  there  is  physical  connection  and 
interchange  of  current  between  the  three  plants. 

At  the  time  of  the  consolidation  of  the  properties  at  the  reconnnendation 
of  the  Commission,  tentative  rates  were  put  in  effect,  and  these  are  the 
rates  which,  after  a  period  of  joint  operation,  are  in  review. 

311.1— Original  Cost. 

Having  arrived  at  the  estimated  cost  of  the  Hydro  Electric  Company, 
the  decision  says: 

"From  the  sum  so  ascertained  should  properly  be  deducted  the 
approximate  sum  of  $2,500,  included  therein,  and  which  was  incurred 
by  improvident  construction  methods.  This  sum  is  the  approximate 
amount  expended  by  the  company  and  charged  to  its  capital  account 
in  the  defense  of  itself  and  its  officers  against  contempt  proceedings 
in  the  United  States  Circuit  Court  growing  out  of  the  failure  to 
observe  a  writ  of  injunction  issued  to  prevent  it  from[overbuilding,  in  a 
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dangerous  manner,  the  overhead  system  now  operated  by  Hood 
River  Gas  &  Electric  Company.  The  president  of  the  Hydro 
Electric  Company  was  adjudged  guilty  of  a  civil  contempt  for 
violating  the  injunction,  and  the  rebuilding  of  portions  of  the  lines 
of  the  Hydro  Electric  Company  followed.  Attorney's  fees,  com- 
missioners' costs,  and  expenses  of  witnesses  make  up  the  bulk  of  the 
item  now  so  surcharged  by  the  Commission.     .     .     . 

"The  original  cost  statement  excludes  expenses  incurred  in  an  at- 
tempt by  the  Hydro  Electric  Company  to  break  into  the  field  already 
occupied  by  the  Pacific  Power  &  Light  Company  in  the  neighboring 
city  of  The  Dalles,  in  1912,  before  the  American  Power  &  Light 
Company's  interests  acquired  the  Hydro  Electric  Company  and 
ended  the  war.  No  construction  work  was  done  by  the  Hydro 
Electric  Company  in  connection  with  its  proposed  invasion  of  The 
Dalles,  and  its  franchise  lapsed.  Sums  so  spent,  representing  noth- 
ing of  benefit  to  any  consumer,  are  not,  under  the  Commission's 
classification  of  accounts  chargeable  either  to  capital  account  or  to 
operating  expenses;  but  are  direct  charges  to  the  corporate  surplus 
or  deficit  account  and  should  be  borne  by  the  stockholders  whose 
chosen  directors  use  such  tactics  in  a  competitive  war . " 

311.2 — Reproduction  Cost  New. 

In  an  estimate  of  the  reproduction  cost  of  the  property,  the  Commission 

says: 

"In  addition  to  the  reproduction  cost  of  the  specific  articles  of 
physical  property,  the  estimate  includes  appropriate  allowances  for 
such  engineering,  legal,  and  other  general  expenses,  casualty  and  other 
insurance,  taxes  during  construction,  construction  contingencies,  and 
interest  on  outlays  during  the  construction  period,  such  as  would 
reasonably  and  inevitably  be  incident  to  the  construction  of  an 
operating  plant.  The  estimate  also .  includes  an  allowance  of  an 
estimated  amount  to  cover  the  shortage  of  return  upon  the  invest- 
ment after  the  completion  of  the  plant  and  until  its  business  would 
normally   be   as   fully    developed    as   it   now    is.      .      .     ." 

362 — Accrued  Depreciation. 

The  Commission  deducts  accrued  depreciation  due  to  age  and  use  which 
"results  in  a  lessening  in  value  of  the  present  operating  plant  of  the 
company  ...  as  compared  with  a  new  plant  of  the  character 
of  that  contemplated  by  the  reproduction  cost  new  estimate." 

"The  estimate  of  depreciation  includes  such  proportion  of  the  total 
overhead  items  of  cost  as  would  necessarily  be  gone  simultaneously 
with  the  physical  properties  to  which  they  relate .... 

366 — Depreciation  Funds. 

"No  depreciation  fund  has  been  created  by  the  defendant  for  the 
replacement  of  any  of  the  items  of  physical  property  when  renewal 
becomes  necessary  due  to  age  or  use.  To  the  extent  that  the 
utilities  have  failed  to  provide  for  a  replacement  fund  out  of  earnings, 
either  as  a  matter  of  policy,  or  because  its  rates  have  been  made  so 
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low  that  such  a  fund  could  not  be  accumulated,  in  order  to  permit  the 
utility  to  carry  on  the  competitive  war  already  outlined,  the  depre- 
ciation due  to  lessened  life  in  use  is  equivalent  to  a  withdrawal  of 
originally  invested  capital,  at  least  as  far  as  such  voluntary  action 
has  made  the  creation  of  a  replacement  fund  impossible. 
"It  is  recognized  that  neither  utility  has  created  any  depreciation  fund 
in  the  past,  and  that  therefore  there  is  no  fund  on  hand  out  of  which 
may  be  met,  upon  the  obliteration  of  the  various  units  of  depreciable 
property,  the  depreciation  due  to  lessened  life  which  has  already 
occurred.  Such  sums  should  eventually  be  protected,  either  by 
proper  charges  to  surplus,  or  else  by  the  proceeds  of  capital  issued  or 
funded  debt,  applied  to  reserves  for  accrued  depreciation,  and  then 
be  maintained  intact  as  a  part  of  the  replacement  fund,  as  provided 
by  law.  As  the  accrued  depreciation  has  been  computed  on  a  straight 
line  basis,  proper  adjustment  will  necessarily  be  made  to  conform  the 
amounts  to  a  sinking  fund  basis,  when  so  credited  to  depreciation 
fund."     .      .     . 

The  order  provides  that  the  companies  each  set  up,  as  a  part  of  their 
accounts,  depreciation  reserves,  and  that  the  utilities  submit  to  the 
Commission  any  method  of  handling  such  depreciation  reserve  annuity 
they  may  desire  to  employ. 

315.1— Going  Value. 

Under  "development  cost"  the  Commission  discusses  the  claim  of  the 
Hydro  Electric  Company  that,  during  the  period  of  operation,  it  had 
failed  to  pay  depreciation  charges,  operating  expenses,  and  8%  on  its 
investment,  by  the  sum  of  S29,680. 

"The  details  of  the  computation  were  not  presented.  No  certain 
shortage  can  be  precisely  computed  or  accurately  estimated  as  having 
actually  taken  place.  It  is,  however,  apparent  from  the  record  that 
the  defendant  from  its  organization  until  after  its  stock  was  acquired 
by  the  American  Power  &  Light  Company,  was  engaged  in  reckless 
cut  throat  competition  with  an  existing  utility  serving  the  same  small 
community;  that  defendant  voluntarily  established  and  long  main- 
tained rates  which  were  not  remunerative;  that  no  attempt  was  made 
to  adjust  its  rate  so  that  the  same  should  be  remunerative  or  equal 
until  after  the  utility  had  been  purchased  by  the  interests  which 
controlled  its  competitor  and  an  order  was  made  by  this  Commission 
forbidding  such  discriminatory  and  unreasonable  rates;  that  the 
defendant  practiced  unjust  discriminations  forbidden  by  law  for  a 
considerable  period  after  the  taking  effect  of  the  Public  Utilities  Act; 
that  before  the  consolidation  of  interest  the  defendant  had  con- 
sistently employed  such  construction  methods  and  had  so  engaged 
needlessly  in  a  system  of  competitive  warfare  that  its  fixed  charges 
and  operating  expenses  were  unduly  and  improvitlently  increased,  and 
that  this  policy  prevented  defendant  from  getting  the  return  from  its 
service  it  might  otherwise  have  had;  that  since  the  competitive  war 
ceased,  an  unnecessary  semblance  of  competition  was  maintained 
through  duplicate  organizations  until  after  the  hearing  herein,  when, 
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on  the  recommendation  of  the  Commission  an  actual  merger  for 
operation  was  effected.  If  any  shortage  of  the  magnitude  of  that 
claimed  by  the  utility  could  be  found  to  exist,  it  would  unquestionably 
be  due,  in  chief  part,  to  the  voluntary  and  improvident  and  unnec- 
sary  actions  of  the  owners  of  the  utility.  Under  the  circumstances 
shown  in  the  record,  a  shortage  of  return  of  the  size  of  that  claimed 
by  the  utility  would  not  in  any  sense  represent  a  reasonable  or  proper 
cost  of  developing  the  utility's  present  business  or  a  shortage  of  a 
fair  return  upon  the  actual  investment  foregone  by  the  utility  pend- 
ing the  building  up  of  a  business.  Such  wasteful  expenditures 
represent  nothing  of  value,  and  have  added  nothing  to  the  usefulness 
of  the  utility's  physical  plant. 

"While  the  Commission  has  been  unable  to  ascertain  the  historical 
development  cost  of  the  utility's  business,  it  is  evident  that  some 
shortage  of  return  would  have  existed  even  had  the  utility  main- 
tained reasonable  rates  for  its  product  and  conducted  its  affairs  with 
economy  and  prudence.  What  the  precise  amount  would  have  been 
cannot  be  found  as  a  separate  item  or  sum  to  be  considered  as  an 
addition  to  the  original  cost  estimate  made.  However,  reasonable 
consideration  has  been  gi^'en  to  this  item,  and  an  allowance  therefor 
has  been  included  in  the  reproduction  cost  new  estimate,  as  repre- 
senting a  normal  shortage  in  return  upon  the  investment  represented 
by  the  reproduction  cost  new  of  the  plant,  after  completion,  and  until 
the  utility's  business  has  been  put  upon  the  same  basis  as  it  now  is." 

A  similar  claim  was  disposed  of  in  the  same  manner  in  valuing  the 
property  of  the  Hood  River  Company. 

314.31— Brokers'  Fees. 

"Both  utilities  herein  have  made  claims  as  part  of  the  values  asserted 
for  their  plants,  for  5%  of  the  total  investment  necessary  on  a  repro- 
duction-cost-new basis,  for  'brokers'  fees,'  or  'the  cost  of  obtaining 
money.' 

"Neither  utility  has  paid  any  sums  for  brokers'  fees  or  for  obtaining 
money,  so  far  as  the  record  shows.  Neither  has  any  funded  debt. 
The  Hydro  Electric  Company  authorized  a  bond  issue,  and  printed 
its  bonds,  but  did  not  issue  them.  There  appears,  therefore,  in  fact 
to  be  no  property  of  either  utility  to  be  valued  on  such  a  basis  as  that 
suggested, 

"Even  if  such  expenses  had  been  incurred,  under  the  uniform  system 
of  accounts  which  the  Commission  has  prescribed  for  'all  business 
transacted'  by  every  pubUc  utility  (Laws  of  1911,  c.  279,  sees.  11  and 
12)  utilities  are  forbidden  to  charge  the  cost  of  services  of  brokers  or 
amounts  paid  in  fees  to  outsiders  for  raising  money  by  bonds,  sale  of 
stock,  or  otherwise,  to  capital  accounts.  Such  costs  must  be  charged 
against  Amortization  of  Debt  Discount  and  Expense,  or  Unex- 
tinguished Discount  on  Capital  Stock  as  the  case  may  be.  Expenses 
of  this  character  should  be  amortized  during  the  life  in  the  security 
(except  any  portion  which  may  equitably  be  assignable  to  the  con- 
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struction  period)  or,  in  the  case  of  capital  stock  discount,  be  ex- 
tinguished by  subsequent  stock  premiums,  assessments,  appropria- 
tions of  surplus,  or  charges  to  surplus  and  deficit  accounts  upon  the 
reacquirement  or  retirement  of  the  stock. 

"Such  expenses,  under  the  classification  of  the  Commission,  auto- 
matically and  properly  reflect  themselves  in  the  rate  of  return  upon 
the  investment;  and  the  probability  of  such  expense  being  incurred 
in  similar  enterprises  has  been  considered  by  the  Commission."    . 

352— Expense. 

In  examining  the  expenses  of  the  companies  the  Commission  noted  a 
large  item  covering  charges  in  a  personal  injury  damage  suit  brought 
against  the  company  by  an  injured  employee.  A  verdict  was  rendered 
against  the  company  for  S10,000  and  costs. 

"The  Hood  River  Gas  &  Electric  Company  now  carries  insurance  and 
is  a  contributor  to  the  Industrial  Accident  Commission  fund  of  this 
state  and  will  in  the  future  be  protected  against  claims  as  far  as  the 
Compensation  Act  goes.  The  cost  of  such  insurance  is,  under  the 
Commission's  Classification  of  Accounts,  a  proper  charge  to  operating 
expenses . 

"Reports  filed  with  the  Commission  by  forty-seven  of  the  leading 
electric  utihties  in  Oregon  for  the  year  ending  June  30,  1913,  showed 
the  total  loss  and  damage  paid  amounted  to  about  eight-tenths  of 
one  percent  of  the  gross  revenue  from  operation . 

"The  basis  of  the  recovery  by  Sonniksen  against  the  utility  was 
negligence,  growing  out  of  a  distinct  violation  of  the  Employers 
Liability  Act,  Laws  of  1911,  Chapter  3.  (Sonniksen  v.  Hood  River 
Gas  &  Electric  Co.,  146  Pac.  980.)  Sonniksen  recovered,  not  be- 
cause of  the  hazardous  nature  of  his  employment,  but  because  of  the 
negligent  manner  in  which  the  utility  undertook  to  comply  with  a 
positive  mandate  of  statute.  The  Commission  has  recognized  that 
a  proper  reserve  should  be  carried  to  insure  the  utility  as  against  the 
results  of  loss  and  damage  claims;  but  in  a  case  of  this  character 
where  the  negligence  of  the  utility  is  two-fold — first  toward  the 
employee,  in  disregarding  a  positi^'e  command  of  statute,  and  sec- 
ondly to  the  investors  and  public  in  failing  to  j^rovide  against  such 
contingencies  by  maintaining  a  proper  insurance,  the  loss  should  fall 
upon  the  stockholders  whose  board  of  directors  has  permitted  such 
a  business  course,  rather  than  upon  the  utility  patrons.  See  Cattle 
Raiser's  Association  vs.  Missouri  K.  &  T.  R.  Co.,  11  I.  C.  C.  Rep. 
296,  330;  and  In  re  Broadhead  Municipal  Electric  Utility  (Wise.  R.  R. 
Commission)  P.  U.  R.  1915  B,  524. 

"The  likelihood  of  losses  such  as  involved  in  the  Sonniksen  case  has 
been  taken  into  consideration  as  affecting  the  rate  of  return  which 
investors  in  public  utility  property  of  this  character  would  reasonably 
expect." 

(Continued  in  next  week's  Rate  Research.) 
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PUBLIC  SERVICE  LAWS 
CALIFORNIA 

268 — Public  Service  Laws. 

Public  Utilities  Act  of  the  State  of  California,  Amended  April 
24,  1915,  Effective  August  7,  1915. 

In  amending  the  Public  Utilities  Act,  the  1915  Legislature  of  the  State 
of  California  omitted  the  "Saving  Clause,"  which  was  Section  82  of 
the  Act  as  originally  enacted.  This  section  provided  for  the  retention 
of  the  "control  over  any  public  utility  vested  in  any  city  and  county 
or  incorporated  city  or  town,"  and  under  its  provisions,  if  the  munici- 
pality or  county  voted  to  retain  its  right  to  regulate  the  rates  and  ser- 
vice of  the  public  utilities  operating  within  its  borders,  the  State  Com- 
mission was  without  jurisdiction. 

This  right  of  local  regulation  was  guaranteed  the  cities  in  the  state 
constitution,  and  the  constitutional  guarantee  has  operated  to  continue 
the  unsatisfactory  division  of  authority  between  the  state  and  local 
regulating  bodies.  However,  among  the  amendments  to  the  state 
constitution,  submitted  to  the  electors  at  the  general  election  on  No- 
vember 3,  1914,  was  Article  XII,  section  23,  which  modified  this  con- 
stitutional guarantee  so  as  to  apply  only  to  the  city's  power  over  utili- 
ties in  the  making  and  enforcing  of  local,  police,  sanitary  and  other 
regulations. 

This  amendment,  which  was  approved  by  a  majority  of  the  electors, 
opened  the  way  for  a  legislative  enactment  which  would  extend  the 
jurisdiction  of  the  Commission  over  all  utilities  regardless  of  what  powers 
the  local  authorities  had  previously  retained.  The  Legislature,  by 
omitting  the  "saving  clause,"  has  thus  extended  the  juriscliction  of  the 
Commission  to  be  effective  August  7,  1915. 


REFERENCES 
RATES 

720— Rate  Schedules. 

Comparison  of  Electric  Light  and  Power  Rates,  by  Judson  C. 
DiCKERMAN.     7  pages.     Power,  July  6,  1915,  p.  8. 

A  study  of  the  rate  schedules  in  effect  in  a  number  of  Northern  and  Eastern  cities, 
including  Boston,  Milwaukee,  Providence,  Buffalo,  Cleveland,  Chicago,  Detroit 
and  Philadelphia,  is  presented.  The  study  was  prepared  for  the  purpose  of  sub- 
mitting comparative  data  to  the  Pennsylvania  Public  Service  Commission  in  con- 
nection with  the  investigation  of  the  rates  of  the  Philadelphia  Electric  Company. 
A  number  of  charts  are  given  which  show  the  difference  in  rates  to  small  and  large 
demand  consumers  under  the  same  schedules;  the  difference  in  rates  between  light 
and  power,  limited  hour,  and  long-  and  short-hour  users  where  the  demand  is  the 
same  in  all  cases;  the  possible  inconsistencies  due  to  discount  systems;  the  possi- 
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bilities  of  discrimination  due  to  two  or  more  schedules  apparently  applicable  to 
the  same  circumstances,  but  involving  different  costs  for  the  same  service;  and 
other  features  of  the  schedules  analyzed  which  can  best  be  shown  by  the  graphic 
method. 


COURT  DECISION  REFERENCES 

735.5 — Meters. 

Public  Service  Commission  for  First  District  v.  Northern  Union 
Gas  Company.  Decision  of  the  New  York  Supreme  Court,  Appel- 
late Division,  First  Department.     July  9,  1915.     154  N.  Y.  Supp.  649. 

A  tenant  in  an  apartment  house  which  had  been  furnished  with  prepayment 
meters  made  a  request  that  the  meter  be  taken  out  and  a  black  meter  installed. 
The  company  declined  to  comply  unless  the  payment  of  $2.00  was  made  to  cover 
the  cost  of  making  the  change.  The  Commission  issued  an  order  requiring  the 
company  to  make  the  change  and  holding  that  the  company  had  no  legal  right 
to  make  any  charge  therefor;  and  instituted  this  proceeding  for  the  issuance  of 
a  writ  of  mandamus  commanding  the  gas  company  to  comply  with  the  order. 
The  court  refuses  the  writ  and  holds  that  "when  at  the  request  of  the  owner  a 
particular  type  of  meter  has  been  put  into  a  building,  the  company  has  performed 
the  statutory  duty  laid  upon  it  under  Section  62  of  the  Transportation  Corpora- 
tions Law,  and  that,  as  there  is  no  statutory  meter,  it  is  not  required  by  law,  at 
the  request  of  a  tenant,  to  change  the  meter  theretofore  installed  by  it,  without 
the  payment  of  the  reasonable  costs  of  the  change." 

226— Service. 

Rowland  et  al.  v.  Saline  River  Ry.  Co.  Decision  of  the  Supreme 
Court  of  Arkansas.     June  14, 1915.     177  Southwestern  896. 

The  Company  instituted  an  action  to  restrain  the  Commission  from  enforcing  its 
order  which  compelled  the  company  to  operate  its  line  of  railroad.  The  road  was 
built  primarily  for  the  purpose  of  hauling  logs,  but  service  was  continued  in  accord- 
ance with  the  company's  franchise  after  all  timber  along  its  line  had  been  cut. 
The  company  operated  the  line  at  a  loss,  became  greatly  in  debt,  and  is  without 
means  of  meeting  repair  and  operating  costs.  The  company  discontinued  service, 
but  the  Commission  ordered  the  service  restored.     The  court  says: 

"Its  obligation  to  discharge  the  duties  imposed  by  its  charter  must  be  con- 
strued in  connection  with  the  nature  and  productiveness  of  the  corporate  bus- 
iness as  a  whole,  the  character  of  the  service  required,  and  the  public  need 
for  its  performance.  For  that  reason  its  statutory  duty  to  operate  its  road 
may  be  compelled,  although  by  doing  so  as  an  incident  some  pecuniary  loss 
may  result  from  rendering  such  service.  Missouri  Pacific  Ry.  Co.  v.  Kansas, 
216  U.  S.  262,  30  Sup.  Ct.  330,  54  L.  Ed.  472.     .     .     . 

"An  order  made  by  the  Railroad  Commission  should  only  be  issued  in  the 
interest  of  the  public.  Under  the  undisputed  facts  there  is  no  probability  that 
the  railroad  can  be  operated,  and  the  Railroad  Commission  should  not  make 
a  vain  and  futile  order.  Such  action  on  its  part  is  arbitrary  and  unreasonable. 
See  State  of  Kansas  v.  Dodge  City,  Montezeuma  &  Trinidad  Ry.  Co..  53  Kan. 
329,  36  Pac.  755,  24  L.  R.  A.  564;  State  of  South  Carolina  v.  Jack  (C.  C.  A., 
Fourth  Circuit)  145  Fed.  281,  76  C.  C.  A.  165;  Ohio,  etc.  Rv.  Co.  v.  People,  on 
Relation  of  Attorney  General,  120  111.  200,  11  N.  E.  347;  2  Elliott  on  Railroads 
(2d  Ed.)  pars.  1050-1058." 

The  Court  outlines  steps  by  which  the  company  may  be  relieved  from  its  charter 
obligations. 
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COMMISSION  DECISIONS 
OREGON 

300 — Investment  and  Return. 

Campbell  et  al.  v.  Hood  River  Gas  and  Electric  Company,  Alleging 
That  Electric  Rates  to  Rural  Customers  Are  Unreasonable.  Decision 
of  the  Oregon  Public  Service  Commission,  Fixing  Rates.  July  14, 
1915.     (Continued  from  7  Rate  Research  331). 

The  holdings  of  the  Commission  in  regard  to  the  valuation  of  the 
properties  were  given  in  last  week's  issue  of  Rate  Research. 

580 — Minimum  Charge. 

"A  calculation  has  been  made  as  to  the  appropriate  minimum  charge 
for  each  customer  under  the  schedules  under  investigation.  Account 
has  been  taken  of  all  items  of  expense  which  vary  with  the  customer, 
viz:  Setting  and  Removing  Transformers  and  Meters;  Repairs  to 
Meters  and  Services;  Indexing  Meters;  Commercial  Department 
Salaries  and  Expenses,  and  Rent;  and  a  fair  proportion  of  the  cost  of 
Superintendence  of  Distribution  and  of  Repairs  to  Miscellaneous 
Distribution  Equipment.  In  addition,  a  ratable  proportion  has 
been  taken  of  Production  Costs  which  vary  with  output,  including 
operation,  maintenance,  and  depreciation  upon  Production  Capital 
and  of  a  fair  return  upon  such  Production  Capital,  as  representing 
the  total  expense  of  producing  the  normal  average  minimum  amount 
of  electricity  consumed  in  any  month,  per  customer.  Allowance  has 
been  made  for  the  depreciation  annuity  upon  individual  customers' 
meters  and  services,  and  for  a  fair  return  upon  the  average  amount 
of  capital  invested  in  customers'  meters  and  services. 

"The  monthly  costs  so  computed  show  that  the  normal  minimum 
customer  costs  (including  depreciation  and  fair  return)  are,  for  Hood 
River  customers,  91  cents,  and  for  Rural  customers,  $1.13.  The 
differentiation  between  residence  lighting  and  commercial  lighting 
will  not  be  great,  and  has  been  absorbed  in  the  foregoing  average 
figure. 

"It  is  apparent  that  some  reduction  in  the  customer  costs  of  Rural 
customers  can  be  made  by  the  practice  of  quarterly  instead  of  monthly 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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reading  of  meters,  with  either  intermediate  monthly  collections  upon 
an  average  bill  basis  with  quarterly  adjustments,  or  else  intermediate 
monthly  bills  based  upon  a  reading  by  rural  customers,  transmitted 
by  postal  card  to  the  utility,  with  quarterly  check  and  adjustment  by 
the  utility's  own  meter  readers. 

"Under  the  circumstances  in  these  cases,  minimum  monthly  charges 
of  $1.00  for  Hood  River  customers  and  $1.25  for  rural  customers,  are 
just  and  reasonable,  and  the  utilities'  minimum  monthly  charge  of 
$1.50  to  rural  customers  is  unreasonable  and  excessive . " 

450 — Value  of  Service. 

Under  the  heading  "Value  of  Service  to  Rural  Customers"  the  Com- 
mission says: 

"It  is  apparent  from  the  record,  and  is  a  fact,  that  any  schedule  of 
rates  which  might  be  fixed  by  the  utilities  or  by  the  Commission  so 
that  the  rural  customers  mentioned  should  pay  under  Schedule  I 
a  sufficient  amount  to  yield  the  same  return  upon  investment  as 
other  classes  of  customers,  would  defeat  itself  because  the  rates 
necessary  to  yield  such  return  would  be  above  the  value  of  the  service, 
and  would  be  in  and  of  themselves  unreasonal:)ly  high,  and  because 
the  effect  of  the  attempt  to  impose  such  rates  would  be  to  decrease 
the  consumption  of  the  patrons  to  such  an  extent  that  the  utilities 
would  derive  less  revenue  therefrom  than  at  present. 

711 — Form  of  Schedules. 

"It  is  the  practice  of  the  defendant  utilities,  in  the  statement  of  their 
rates,  to  name  the  net  rate  after  deducting  a  percentage  discount  for 
prompt  payment. 

"This  manner  of  statement  of  bill  is  shown  by  the  record  to  be  niis- 
leading  to  a  casual  reader.  By  Section  32  of  the  Public  Utilities 
Act,  (General  Laws  of  Oregon  for  1911,  ch.  279),  the  Commission  is 
given  authority  to  prescribe  such  changes  in  the  form  in  which  the 
schedules  are  issued  by  any  public  utility  as  may  be  found  to  be  expe- 
dient. In  the  exercise  of  such  discretion  it  is  found  to  be  proper  to 
require  that  the  rate  of  the  utility  shall  be  stated  plainly  in  terms  of 
the  gross  amount  of  the  bill,  and  that  the  discounts  for  prompt  pay- 
ment, if  any,  shall  be  stated  separately." 

720— Rate  Schedules. 

The  Commission  prescribed  the  following  schedules  which  provided  a 
different  charge  for  rural  customers  than  for  customers  in  the  City  of 
Hood  River,  to  be  effective  as  of  August  1,  1915: 

CITY  RESIDENCE  LIGHTING 
Rate 

11  cents  per  kilowatt  hour  for  the  first  15  kilowatt  iiours  per  month. 
9  cents  per  kilowatt  hour  for  the  next  15  kilowatt  hours  per  month. 
5^  cents  per  kilowatt  hour  for  all  over   .30  kilowatt  hours  per  month. 
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Prompt  Payment  Discount. 

1  cent  per  kilowatt  hour  for  the  first  30  kilowatt  hours,  and 

I  cent  for  each  kilowatt  hour  over  30  in  any  month    for   payment    within    ten 
days  from  date  of  billing. 

Minimum  Charge. 

$1.00  per  month,  per  meter. 

Terms  and  Conditions. 

Small  heating  and  power  appliances  not  exceeding  a  total  comiected  load  of  2 
kilowatts  may  be  connected  to  the  regular  lighting  meter  imder  this  schedule. 

COMMERCIAL  LIGHTING. 
Rate 

II  cents  per  kilowatt  hour  for  current  used  equivalent  to  or  less  than  the  first 
30  hours'  use  per  month  of  the  customer's  demand. 

5^  cents  per  kilowatt  hour  for  all  in  excess  of  30  hours'  use  per  month  of  the  cus- 
tomer's demand. 

Estimation  of  Demand. 

Except  as  otherwise  provided,  the  demand  is  considered  as  a  percentage  of  the 
connected  load,  the  percentage  depending  upon  the  class  of  service,  as  follows: 

Churches,  Basements  and  galleries  of  stores  used  only  for  storage;  Factories, 
warehouses,  docks  and  barns,  except  offices  and  general  work  rooms;  Schools 
and  academies  other  than  business  colleges  or  night  schools — 
33^%  of  the  connected  load. 

Bed  rooms  in  lodging  houses,  hospitals  and  hotels — 
50%  of  the  connected  load. 

Stores,  except  basements  and  galleries  used  for  storage;  Lodging  houses,  hos- 
pitals and  hotels  except  bed  rooms;  Offices  and  general  work  rooms  in  factories, 
warehouses,  docks  and  bams;  Business  college  and  night  schools;  Lodge  halls, 
dance  halls  and  miscellaneous  places  of  amusement  (except  power  for  picture 
show  machines);  All  other  services — 
100%  of  the  connected  load. 

The  following  should  not  be  included  in  the  connected  load  in  determining  the 
demand  rating:  Wall  receptacles,  baseboard  receptacles,  or  any  other  socket 
or  receptacle  which  it  is  clearly  evident  is  not  to  be  used  for  lighting  purposes. 
Small  heating  and  power  devices  not  exceeding  a  total  connected  load  of  2 
kilowatts. 

In  cases  where  the  actual  demand  of  lighting  loads  as  ascertained  by  actual 
measurement  exceeds  or  is  less  than  the  aljove  schedule  of  estimated  demands 
to  the  extent  of  20%  or  more  for  connected  loads  of  5  kilowatts  or  less,  and  10% 
or  more  for  comiected  loads  over  5  kilowatts,  the  measured  demand  will  pre- 
vail. 

Quantity  Discount. 

5  per  cent  of  gross  monthly  bill  on  all  bills  over    $25.00  and  under  $50.00 

10  per  cent  of  gross  monthly  bill  on  all  bills  over      50.00  and  imder  100.00 

15  per  cent  of  gross  monthly  bill  on  all  bills  over    100.00  and  under  150.00 

20  per  cent  of  gross  monthly  bill  on  all  bills  over    150.00  and  under  200.00 

25  per  cent  of  gross  monthly  bill  on  all  bills  over    200.00  and  under  250.00 
30  per  cent  of  gross  monthly  bill  on  all  bills  over    250.00. 

Prompt  Pa3mient  Discount. 

1  cent  per  kilowatt  hour  for  first  30  kilowatt  hours,  and 

5  cent  per  kilowatt  hour  over  30  kilowatt  hours  in    any    month,    for  pajrment 

within  10  days  from  date  of  billing. 
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Minimum  Charge. 

$1.00  per  month  except  on  churches,  public  halls  and  hotels.  Churches,  public 
halls  and  hotels  will  be  charged  commercialmeter  rates,  with  minimum  monthly 
charge  at  the  rate  of  $2.00  per  kilowatt  of  connected  load. 

RURAL  DOMESTIC  LIGHTING  AND  POWER. 

To  apply  to  the  territory  outside  the  corporate  limits  of  the  citj^  of  Hood  River. 

Rate. 

13  cents  per  kilowatt  hour  for  the  first  30  kilowatt  hours  used  per  month. 
9  cents  per  kilowatt  hour  for  the  next  30  kilowatt  hours  used  per  month. 
7  cents  per  kilowatt  hour  for  all  over  60  kilowatt  hours  used  per  month. 

Prompt  Pa3mient  Discount. 

1  cent  per  kilowatt  hour  for  payment  within  ten  days  from  date  of  billing. 

Minimum  Charge. 

$1.25  per  month  for  lighting  service,  including  small  domestic  heating  and  power 
devices,  not  exceeding  a  total  load  of  two  kilowatts  additional  to  lighting  load. 
$1.00  per  month  for  power  service,  per  horse  power  comiected. 

COOKING  RATES— CITY  OR  RURAL. 

Optional  with  customer.  To  apply  on  all  energy  used  for  electric  cooking  and 
baking  ranges. 

Rate. 

5  cents  per  kilowatt  hour. 

Prompt  Payment  Discount. 

^  cent  per  kilowatt  hour  for  payment  within  10  days  from  date  of  billing. 

Minimum  Charge. 

$1.00  per  month. 

OREGON 

300 — Investment  and  Return. 

La  Grande  Commercial  Club  et  al.  v.  Eastern  Oregon  LiCxHT  & 
Power  Company,  Alleging;  That  the  Rates  for  Electric  Liohting,  Heating 
and  Power  Service  Are  Excessive.  Decision  of  the  Oregon  Public 
Service  Commission,  Fixing  Rates.     July  22,  1915. 

The  complaint  involving  the  rates  charged  for  electric  service  in  La 
Grande  was  extended,  on  motion  of  the  Commission,  to  include  an  in- 
vestigation of  all  the  rates  of  the  Eastern  Oregon  Liglit  &  Power  Com- 
pany within  the  State,  including  rates  in  Baker,  Haines,  Rock  Creek, 
Bourne,  North  Powder,  Union,  Cove,  Hot  Lake,  La  Grande,  Island  City, 
Ahcel,  Imbler  and  Elgin. 

The  Commission  made  a  valuation  of  the  Company's  property  and 
apportionments  of  the  operating  expenses  of  the  utility  were  made  as 
between  the  different  localities  served. 
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After  the  commencement  of  these  proceedings,  the  company  put  in 
effect  a  reduced  schedule  of  rates  at  Baker.  The  Commission  finds 
that  the  rates  at  Baker  are  fairly  comparable  with  the  general  average 
of  rates  charged  for  such  service  in  communities  similar  as  to  size  and 
circumstances  of  production,  transmission  and  distribution.  The  rates 
charged  in  the  other  localities  served  by  the  Company  are  considerably 
above  the  general  level  of  rates  in  Oregon. 

The  decision  says: 

'Tn  justification  of  the  reduction  of  the  lighting  rates  in  Baker, 
previously  shown  as  having  taken  place  shortly  before  the  hearing 
in  this  cause,  and  while  the  complaint  of  the  La  Grande  Commercial 
Club  was  pending,  the  defendant  utility  states: 

"  'These  rates  were  established  because  the  alternative  was  pre- 
sented to  the  company  of  either  establishing  these  rates  or  of  having 
the  municipal  lighting  plant  enlarged  to  furnish  current  for  com- 
mercial purposes  in  Baker.  The  City  of  Baker  claims  to  have  an 
available  supply  of  water  sufficient  to  justify  the  enlargement  of 
the  present  street  lighting  plant  so  as  to  extend  the  same  for  com- 
mercial lighting,  and,  to  avoid  this  competition,  the  company  was 
compelled  to,  and  did  establish  the  Baker  rates.  .  .  .  The 
rates  in  Baker  for  residence  and  commercial  purposes  are  separate 
and  distinct  from  the  rates  at  La  Grande  and  other  places, 
although  the  use  of  the  current  is  similar.  .  .  ,  The  present 
Baker  rates  were  put  in  force  under  an  agreement  with  the  City 
Commissioners  who  accepted  them  and  by  reason  of  their  establish- 
ment abandoned  the  installation  of  a  commercial  lighting  plant,  as 
is  shown  by  the  exhibits  submitted  by  the  city  (of  Baker). 

"  'While  it  is  true  that  the  city  did  not  actually  have  in  operation  a 
municipal  lighting  plant  for  commercial  purposes,  it  threatened  to 
install  one,  and  it  was  to  meet  the  threat  and  to  avoid  that  competi- 
tion that  the  Baker  rates  were  established.     .     .     . 

"  'The  testimony  taken  on  the  hearings  shows  that  the  Baker  rates 
as  established  were  fixed  no  lower  than  was  absolutely  necessary  to 
meet  the  impending  competition,  and  that  they  are  remunerative.' 
"Treating  the  allegations  of  the  defendant  in  argument  in  this  behalf 
as  established,  but  considering  also  the  situation  of  the  communities 
affected,  the  traffic  conditions  surrounding  the  various  communi- 
ties, and  the  results  shown  by  the  cost  of  service  analyses,  also  shown 
in  evidence,  the  Commission  finds  that  the  maintenance  of  higher 
rates  for  residence  and  commercial  lighting  at  La  Grande  than  at 
Baker  constitutes  an  unjust  discrimination  practiced  against  the 
locality  of  La  Grande,  and  the  patrons  of  the  defendant  utility 
located  in  such  city,  and  constitutes  an  undue  preference  to  the  city 
of  Baker  and  its  inhabitants  who  patronize  the  defendant.  As  it  is 
conceded  that  the  Baker  rates  are  remunerative,  and  as  the  Com- 
mission has  previously  herein  found  such  rates  reasonable  in  and  of 
themselves,  and  that  they  would  be  a  reasonable  remuneration  for 
the  service  performed  if  applied  at  La  Grande,  the  discrimination 
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found  now  to  l3e  unjust  should  be  removed  by  placing  La  Grande 
upon  the  present  Baker  basis,  rather  than  by  disturbing  the  existing 
schedule  of  rates  at  Baker. 

"Similarly,  though  to  a  lesser  degree,  the  present  Baker  rates  con- 
stitute an  unjust  discrimination  against  the  other  smaller  communi- 
ties served  by  the  utility.  The  difference  in  cost  of  service  warrants 
a  somewhat  higher  rate  at  such  communities,  for  the  first  block  or 
step,  than  at  either  Baker  or  La  Grande,  but  such  difference  should 
gradually  narrow  with  increased  consumption  and  finally  disap- 
pear." 

720 — Rate  Schedules. 

The  Commission  concludes  that  the  present  Baker  rates  for  residence 
and  commercial  lighting  are  reasonable,  that  the  cost  of  service  is  no 
greater  at  La  Grande  than  at  Baker  and  the  rates  at  La  Grande  should 
be  reduced  to  the  level  of  the  Baker  rates,  and  that  the  cost  of  serving 
the  smaller  communities  exceeds  the  cost  of  serving  the  two  larger 
communities  by  25  per  cent  of  the  cost  of  service  at  Baker  and  La 
Grande.  The  Commission  ordered  in  effect,  as  of  August  1,  1915,  the 
following  two  sets  of  rates: 

LIGHTING  RATES. 

For  residence  and  commercial  lighting  service  at  Baker  (pop.  6,742),  and  La 
Grande   (pop.  4,843). 

Rate. 

10  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  consumed  per  month. 
9^  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 

9  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 
85  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 
8    cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 

7  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 

6  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 

5  cents  per  kilowatt-hour  for  all  over  700  kilowatt-hours  consumed  per  month. 

Prompt  Payment  Discount. 

10  per  cent  if  paid  within  10  days  after  the  date  of  billing. 
Minimum  Charge. 

$1.00  per  month  per  meter. 
For  residence  and  commercial  lighting  service  in  smaller  commmiities  such  as 
Union  (pop.  1,483),  and  Elgin  (pop.  1,120). 

Rate. 

12  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  consumed  per  month. 

11  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 
10  cents  per  kilowatt-hour  for  the  next  100  kih)watt-hours  consumed  per  month. 

9  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 

8  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 

7  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  cousuiiumI  per  mcMith. 

6  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 
5    cents  per  kilowatt-hour  for  all  over  700  kilowatt-hours  consumed  per  month. 

Prompt  Payment  Discount. 

10  i)er  cent  if  paid  within  10  days  after  date  of  billing. 
Minimum  Charge. 

$1.00  per  month  per  meter. 
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NEW  YORK 

220 — General  Powers  of  Commission. 

Ulster  and  Delaware  Railroad  Company,  Petition  For  Approval 
of  an  Increase  of  Its  Mileage  Book  Rate.  Decision  of  the  New  York 
Public  Service  Commission,  (2D)  Dismissing  the  Petition  For  Lack 
of  Jurisdiction.     July  6,  1915. 

The  petition  of  the  Railroad  was  for  authority  to  increase  its  mileage 
book  rate  above  the  rate  fixed  by  the  Legislature  in  the  Mileage  Book 
Law,  and  called  in  question  the  power  of  the  Commission  to  change  a 
rate  fixed  by  special  legislation  such  as  the  Mileage  Book  Law,  the  law 
fixing  a  maximum  rate  for  common  carriers,  the  Eighty  Cent  Gas  Law 
for  New  York  City,  and  various  other  statutory  requirements.  The 
majority  opinion  written  by  Chairman  Van  Santvoord,  and  signed  by 
Commissioners  Hodson  and  Irvine,  hold  that  the  Commission  does  not 
have  power  to  raise  the  rate  above  that  fixed  by  the  Legislature.  Dis- 
senting opinions  are  filed  by  Commissioners  Carr  and  Emmet. 

In  the  dissenting  opinions  it  is  stated  that,  upon  the  merits  of  the 
application  alone,  leaving  out  the  jurisdictional  question  entirely,  none 
of  the  Commissioners  would  hesitate  to  join  in  an  order  permitting  the 
company  to  put  in  effect  the  increased  rate. 

According  to  the  majority  opinion  the  Mileage  Book  Law  was  enacted 
in  1895,  and  was  not  repealed  when  the  Public  Service  Commissions 
Law  was  enacted,  but  on  the  contrary,  when  under  chapter  480  of  the 
laws  of  1910  the  Public  Service  Commissions  Law  was  re-enacted  as 
Chapter  48  of  the  Consolidated  Laws,  the  Mileage  Book  Law  was  re- 
enacted  in  its  then  precise  form  in  chapter  481  of  the  laws  of  1910, 
known  as  Chapter  49  of  the  Consolidated  Laws. 

After  examining  various  sections  of  the  Public  Service  Commissions 
Law  bearing  upon  the  Commission's  power  over  rates,  the  repeal  of 
conflicting  laws  or  other  provisions  bearing  on  the  subject,  and  finding 
them  all  adverse  to  the  Commission's  power  over  the  rate  in  question, 
the  majority  opinion  says: 

"The  only  remaining  argument  seems  to  be  the  appeal  ad  hominem. 
As  stated  by  one  of  the  counsel,  'the  Public  Service  Commissions  Law 
would  be  idle  legislation  if  construed  to  authorize  the  Commission 
to  inquire  and  determine  whether  or  not  existing  rates  are  too  high 
or  inadequate,  and  with  authority  to  reduce  them  if  found  too  high 
but  without  power  to  increase  them  if  considered  too  low.'  And  as 
expressed  by  another,  'if  said  Commission  is  vested  with  power  to 
require  a  railroad  to  sell  a  mileage  book  for  less  than  two  cents  per 
mile  when  it  finds  that  two  cents  per  mile  is  an  unreasonable  because 
an  excessive  charge,  it  ought  to  have  the  right  to  increase  the  rate 
above  two  cents  per  mile  when  it  finds  such  a  rate  to  be  unreasonable 
because  it  is  too  little.'  These  considerations  might  fairly  be  ad- 
dressed to  the  Legislature  in  support  of  a  proposition  to  repeal  the 
Mileage  Book  Law,  but  they  have  not  part  in  an  argument  to  establish 
delegated  authority  to  disregard  an  express  statute.  To  fix  rates  is 
a  purely  legislative  function,  the  power  to  exercise  which  is  not  to  be 
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lightly  assumed  although  actuated  by  whatsoever  lofty  motives  in 
the  rounding  out  of  an  ideal.  While  it  is  not  to  be  denied  that  the 
Legislature  has  power  to  delegate  such  functions,  such  delegation 
should  be  in  express  terms  and  not  by  implication — or  at  least  by 
an  implication  so  undeniably  manifest  as  to  be  the  substantial 
equivalent  of  express  declaration.  As  for  the  suggestion  so  gravely 
urged,  that  the  Commission  'ought  to  have'  the  power  invoked,  it 
might  be  considered  as  to  the  point  if  we  were  discussing  the  question 
of  what  constitutes  an  ideal  regulative  law,  in  the  abstract.  But  the 
concrete  question  before  us  is  not  what  the  Legislature  ought  to  have 
done  in  formulating  the  Public  Service  Commissions  Law,  but  what 
it  actually  has  done,  and  precisely  how  far  it  has  gone  in  delegating 
certain  of  its  law  making  functions  to  a  regulative  department.  In 
deciding  that  question  we  are  not  to  be  controlled  by  considerations  of 
policy,  by  general  propositions  in  ethics  or  by  accepted  ideals  in  law 
making.  The  scope  and  meaning  of  a  statute  of  this  kind,  if  un- 
fortunately lacking  in  either  the  science  of  ideal  humanity  or  that 
other  kind  of  ethics  which  Kant  terms  'pure  morals,'  is  not  to  be 
delimitated  by  the  precepts  of  the  Sermon  on  the  Mount.  There  is 
no  rule  of  statutory  construction  which  directs  us  to  explore  the 
labyrinth  of  legislative  intent  by  the  light  of  the  Moral  Law.  There 
are  even  people  who  believe  that  the  Legislature  has  been  known  to 
enact  laws  which  really  'ought'  not  to  have  been  made.  But  how- 
soever plain  such  a  case  may  seem,  it  will  be  a  sorry  day  for  our 
scheme  of  government  when  a  department  created  by  the  Legislature 
shall  assume  to  construe  its  statutory  powers  by  abstract  proposi- 
tions of  right  and  wrong  as  bearing  upon  a  particular  legislative  act 
rather  than  by  the  ordinary  rules  of  law. 

"In  arriving  at  our  conclusion,  we  have  not  overlooked  the  decision 
of  the  Missouri  Supreme  Court  in  State  ex  rel.  vs.  The  Public  Service 
Commission,  259  Mo.  704.  That  decision  is  not  controlling  upon 
this  Commission  and  we  do  not  accept  its  reasoning,  although  we 
are  in  accord  with  many  of  its  observations  as  to  the  propriety  and 
wisdom  of  entrusting  the  Public  Service  Commission  with  un- 
restricted power  in  rate  fixing.  While  not  denying  that  such  power 
might  properly  be  delegated  to  us  by  the  Legislature,  we  decline 
to  assume  an  authority  which  has  not  been  assuredly  created  and 
plainly  defined."     .     .     . 

In  a  dissenting  opinion,  Commissioner  Emmet  says: 

"I  do  not  think  that  the  construction  which  has  been  placed  upon  our 
powers  by  the  three  Commissioners  whose  views  have  prevailed 
accords  with  the  obvious  spirit  and  intention  of  the  Legislature  and 
Governor  Hughes  when  in  1907  they  inaugurated  the  policy  of 
governmental  regulation  of  pul)lic  utilities  in  New  York  state — 
setting  up  a  new  system  of  regulation  at  the  hands  of  Public  Service 
Commissions  vested  with  comprehensive  powers  as  an  alternative, 
on  the  one  hand,  to  the  inexpert  and  bungling  legislative  control 
of  former  years;  and  on  the  other  hand,  to  out-and-out  governmental 
ownership   and   operation   of   our   public   utilities.     The   so    called 
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Hughes  Law  of  1907,  which  with  shght  changes  is  the  law  under 
which  we  are  acting  today,  was  a  courageous  and  comprehensive 
effort  by  earnest  men  to  deal  with  a  great  and  complex  problem 
in  a  spirit  of  absolute  fairness  to  all  the  interests  involved.  It  would 
have  been  wholly  inconsistent  with  this  purpose  for  Governor  Hughes 
and  the  Legislature  to  have  consciously  and  intentionally  procured 
the  enactment  of  such  a  law  regulating  the  issue  and  price  of  mileage 
tickets  as  my  associates,  other  than  Mr.  Carr,  conceive  our  present 
law  to  be.  If  my  associates  are  right  in  their  views,  we  now  have 
upon  our  statute  books  precisely  the  kind  of  law  which  the  framers 
of  our  present  regulatory  system  were  obviously  doing  their  very 
best  to  get  away  from.  That  is  to  say,  we  have  a  law  which,  in 
dealing  with  the  delicate  problem  of  railroad  rates,  permits  of  no 
really  discriminating  exercise  of  judgment  by  the  Commissions, 
but  instead  perpetuates  all  the  old  evils  of  clumsy  and  ill  considered 
legislative  domination — this  in  relation  to  the  question  which  of  all 
others  connected  with  the  business  of  railroading  most  requires 
expert  handling  if  it  is  to  be  settled  with  any  degree  of  fairness  or 
justice.  We  have  a  law  which  only  takes  one  side  of  a  complicated 
problem  into  account,  and  only  aims  at  giving  relief  to  one  of  the 
classes  of  people  interested  in  the  proper  solution  of  this  problem. 
If  it  was  really  the  intention  of  the  Legislature  and  Governor  Hughes 
to  give  us  such  a  law  as  my  associates  seem  to  think  the  present  law  is, 
then  it  was  apparently  their  intention  that  these  Commissions 
should  really  be  very  much  the  sort  of  public  bodies  that  certain 
demagogues  have  always  said  that  they  ought  to  be — bodies  organized 
not  primarily  for  the  purpose  of  dispensing  evenhanded  justice  as 
between  the  corporations  and  the  people,  but  organized  primarily  to 
give  an  odor  of  sanctity  and  a  color  of  right  to  repressive  attacks 
upon  private  capital  and  enterprise  engaged  in  the  public  utility 
field.  That  is  what  the  old  slapdash  legislation,  which  my  asso- 
ciates say  is  still  controlling  in  the  matter  of  mileage  rates,  for  the 
most  part  aimed  at  doing,  and  that  is  the  kind  of  public  body  which 
this  Commission  most  certainly  would  be  if  we  were  really  vested 
with  such  grotesquely  one-sided  powers  as  it  is  here  claimed  we  have — 
powers  which  while  adequate  to  give  unlimited  relief  to  one  side  in  a 
rate  controversy  are  so  inadequate  when  applied  to  the  rights  of  the 
other  party  that  they  can  not  by  any  possibility,  in  cases  like  the 
present  one,  lead  to  anything  but  a  failure  of  justice. 

"That  is  practically  where  the  views  of  my  associates  seem  to  leave 
us.  If  they  are  right,  there  must  be  a  failure  of  justice  in  the  present 
case;  and  gloss  it  over  as  we  please,  our  status  as  a  public  body  would 
be  about  as  I  have  just  described  it.  Now,  do  the  law  and  the  facts 
of  the  present  case  require  that  we  shall  reach  a  decision  involving 
conclusions  so  damaging  as  these  would  be,  not  only  to  the  virtue 
of  our  present  regulatory  system  but  to  the  motives  and  intentions 
of  those  who  framed  the  present  law? 

"As  I  have  already  said,  I  do  not  think  they  do.  I  can  not  reconcile 
myself  to  the  idea  that  it  is  our  duty  to  read  into  the  law  any  such 


348  T         Rate     Research 


intention  upon  the  part  of  its  framers.  The  actual  words  of  the 
statutes  which,  wdth  the  circumstances  surrounding  their  enactment, 
are  controlling  in  the  matter,  would  have  to  be  a  good  deal  more 
ambiguous  than  they  really  are  before  I  could  with  any  easy  conscience 
accept  such  a  theory  of  their  meaning.  Until  otherwise  advised  by 
a  court  of  competent  jurisdiction,  I  shall  take  the  present  law  to  mean 
what  my  understanding  of  the  conditions  attending  its  passage  leads 
me  to  feel  sure  that  Governor  Hughes  and  the  Legislature  intended 
it  to  mean:  namely,  that  this  Commission  has  absolute  power,  sub- 
ject of  course  to  court  review,  to  approve  of  an  increase  in  mileage 
rates  above  the  two  cent  maximum  established  by  law  in  1895,  if  it 
believes,  after  taking  proof  upon  the  question,  that  present  rates  are 
too  low  to  produce  a  reasonable  return  upon  property  invested  in 
the   public   service.' 


J  J 


He  then  takes  up  the  various  sections  of  the  law  considered  in  the 
majority  opinion  and  concludes,  referring  to  the  majority  opinion. 

"They,  therefore,  propound  the  theory  that  such  powers  as  these 
Commissions  have  over  rates  must  have  been  given  to  them  solely 
for  the  purpose  of  compelling  reductions  in  rates,  from  time  to  time, 
below  the  maximum  established  by  old  section  60  of  the  Railroad 
Law,  and  that  we  have  no  right  to  consent  to  the  raisiitg  of  rates 
above  the  maximum  then  fixed,  no  matter  for  what  good  cause. 

"Now  as  a  legal  technicality  this  may  be  all  very  well,  but  as  a 
common  sense  proposition  it  does  not  seem  to  me  to  stand  the  test 
of  close  scrutiny.  To  suppose  that  the  Legislature  intended,  in 
re-enacting  the  Public  Service  Commissions  Law,  to  prevent  the 
Public  Service  Commissions  from  doing  even-handed  justice  in  rate 
cases,  is  to  suppose  that  as  soon  as  it  had  enacted  the  Public  Service 
Commissions  Law  it  repented  of  its  action  and  sought  to  undo 
what  was  perhaps  the  chief  achievement  of  that  law.  This  is  rather 
a  violent  assumption.  Yet  it  is  what  must  have  been  intended  if 
the  theory  of  my  associates  is  correct.  Of  course  no  such  thing  was 
intended.  The  purpose  of  the  re-enactment  of  the  Railroad  Law 
was  to  help  out  and  fortify  the  fundamental  idea  of  the  Public  Service 
Commissions  Law,  not  to  destroy  it.  If  section  60  was  left  in  the 
re-enacted  law  intentionally,  it  was  left  there  merely  as  a  convenient 
general  way  of  handling  the  mileage  rate  situation  until  the  Commis- 
sions should,  upon  proper  evidence  in  actual  cases,  apply  their  new 
powers  to  an  intelligent  treatment  of  these  cases." 

And  he  adds: 

"Lest  the  argument  I  have  been  making  may  seem  to  some  like 
an  attempt  upon  the  part  of  a  public  official  to  claim  powers  which 
he  does  not  rightfully  possess,  I  ought  perhaps  add  that  I  am  not 
partial  to  the  idea  that  governmental  ofhcials  should  ordinarily  seek 
to  read  larger  powers  for  themselves  into  the  law  than  are  explicitly 
stated  there.  The  tendency  should  be  in  the  other  direction.  Public 
officers  should  be  moderate  and  conservative  in   the  construction 
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which  they  place  upon  the  laws  grantmg  them  power  and  authority. 
But  here,  it  seems,  the  whole  underlying  spirit  and  purpose  of  the 
Public  Service  Commissions  Law  is  at  stake — imperiled  by  what 
I  can  only  regard  as  a  trivial  technicality.  In  such  a  situation  the 
Commissions  themselves  should  certainly,  whatever  the  courts  may 
do  afterward,  construe  doubtful  points  in  the  law  in  accordance 
with  what  they  know  to  be  the  underlying  spirit  and  purpose  of  the 
law.  I  feel  that  we  are  not,  as  a  Commission,  doing  our  full  duty 
when,  through  an  excess  of  lawyer-like  caution,  we  invoke  narrow 
and  technical  principles  of  statutory  constructions  as  a  reason  for 
declining  to  perform  an  act  of  simple  justice  to  a  railroad  corpora- 
tion, merely  because  the  wording  of  the  law  is  at  worst  slightly 
ambiguous,  although  the  spirit  of  the  law  is  plain." 

The  dissenting  opinion  of  Commissioner  Carr  calls  attention  to  the 
decision  of  the  Missouri  case  which  arose  out  of  the  refusal  of  the 
Public  Service  Commission  of  the  State  of  Missouri  to  consider  the 
application  of  the  Missouri  Southern  Railroad  Company  for  permission 
to  increase  the  rates  over  the  maximum  prescribed  by  statute.  (259 
Mo.  704.) 

He  says: 

"The  Public  Utilities  Act  of  the  State  of  Missouri  is  substantially 
the  same  as  the  Public  Service  Commissions  Law  of  the  State  of 
New  York,  and  the  section  relating  to  rates  was  copied  verbatim 
from  our  law.  The  court  decided  that  it  was  the  intention  of  the 
Legislature  of  the  State  of  Missouri  to  give  full  power  to  the  Com- 
mission to  consider  the  question  of  rates;  and  that  inasmuch  as  it 
had  the  power  to  require  proper  service  to  the  public,  it  of  necessity 
also  had  power  to  regulate  the  income  and  the  fixed  charges  of  the 
corporations  which  must  be  considered  at  the  same  time.  It  also 
decided  that  the  law  gave  the  Commission  full  power  to  fix  and 
enforce  rates  either  above  or  below  the  rates  fixed  by  statutes  when 
the  existing  rates  do  not  provide  a  reasonable  average  return  on  the 
value  of  the  property  actually  used  in  the  public  service.  The  decis- 
ion also  dealt  with  the  question  of  whether  or  not  the  Commission 
had  judicial  or  legislative  powers,  and  decided  that  it  did  not;  but 
that  on  the  other  hand,  as  an  administrative  arm  of  the  government, 
while  it  had  no  power  to  repeal  a  statute  or  declare  the  same  uncon- 
stitutional it  did  have  power,  after  investigation  as  required  by  law, 
to  exercise  the  legislative  function  of  fixing  railroad  rates  either  by 
increasing  or  decreasing  them. 

"I  have,  therefore,  come  to  the  conclusion  that  the  power  vested 
in  the  Public  Service  Commissions  of  the  State  of  New  York  is 
equal  in  every  respect  to  that  which  the  highest  court  of  the  State 
of  Missouri  says  is  vested  in  the  Public  Service  Commission  of  that 
State,  and  that  our  Commission  should  grant  the  application  of  the 
Railroad  Company  and  permit  an  increase  of  the  mileage  book  rates 
to  such  an  amount  as  will  in  the  opinion  of  the  Commission  afford 
the  relief  so  much  needed  by  the  Railroad  Company." 
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ILLINOIS 

132 — Protection  from  Competition. 

Calhoun  Farmers'  Co-operative  Telephone  Company,  Application 
for  Authority  to  Change  Rates.  Decision  of  the  Illinois  State 
Public  Utilities  Commission,  Granting  the  Application.  May  6, 
1915. 

The  Company  asked  for  authority  to  change  rates  in  order  to  eliminate 
discrimination  in  favor  of  stockholders.  The  rate  it  proposed  to  put 
in  effect,  however,  was  lower  than  the  rates  offered  by  a  competing 
company,  the  Merida  Telephone  Company,  which  were  approved  by 
the  Commission  in  a  previous  decision.  The  Merida  Company  entered 
a  protest  against  the  proposed  rate  of  the  applicant  company. 
The  Commission  says: 

"While  recognizing  the  protest  above  referred  to,  the  Commission 
feels  that  its  sole  duty  in  this  case  is  to  authorize  a  proper  rate  for 
the  Calhoun  company,  without  regard  to  the  rates  that  have  already 
been  authorized  for  the  Merida  system,  even  though  these  rates  may 
be  higher  than  the  rate  proposed  by  the  petitioner. 
"If  the  business  of  the  Merida  system  suffers  by  reason  of  the  fact 
that  the  rates  of  the  Calhoun  company  are  different,  or  lower,  than 
the  rates  of  the  Merida  system,  then  it  is  clearly  the  privilege  of  the 
Merida  system  to  make  any  reductions  in  rates  that  may  be  neces- 
sary to  protect  its  interests.  The  effect  of  undesirable  competition 
upon  the  Merida  system,  however,  is  not  an  issue  in  this  case  and 
cannot  be  considered  in  determining  a  reasonable  rate  for  the  peti- 
tioner. The  Commissioner  would  not  be  justified  in  this  case  in 
regulating  the  rates  of  either  company  to  offset  the  effects  of  com- 
petition at  the  time  the  Act  to  Provide  for  the  Regulation  of  Public 
Utilities  became  effective. 

"In  the  case  of  the  Commercial  Telephone  and  Telegraph  Company 
V.  Peoples  Telephone  Company  of  Southern  Illinois,  Case  No.  2139, 
decided  May  29,  1914,  the  Commission  held: 

"  That  although  it  is  undoubtedly  an  economic  waste  for  two  tele- 
phone companies  to  serve  the  same  community,  it  does  not  follow 
that  this  Commission  can  determine  which  of  two  utilities  legally 
operating  in  a  community  is  the  more  fit,  and  thereupon  proceed  to 
eliminate  the  other  from  the  community.     .     .     .' 

"In  the  present  case,  the  Commission  would  not  be  justified  in 
restraining  the  competitive  advantages  of  either  company  at  points 
where  competition  actually  exists,  or  to  effect  such  restraint  through 
rate  regulation.  The  Commission  however,  would  regard  with 
favor  an  application  for  the  consolidation  of  the  two  systems,  but, 
in  the  absence  of  such  application,  the  parties  to  this  case  can  be 
granted  only  such  relief  as  is  sought  by  the  petition  and  justified  by 
the  evidence." 
It  appears  that  neither  of  the  competing  companies  are  keeping  their 
property  in  good  condition  or  earning  sufficient  revenue.     The  Com- 
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mission  authorizes  the  Calhoun  Company  to  put  the  proposed  rate  in 
effect  although  it  is  admitted  that  it  is  doubtful  whether  sufficient 
revenue  will  be  earned  under  this  rate. 

NEW  HAMPSHIRE 

221— Capitalization. 

Connecticut  River  Powt:r  Co.  of  New  Hampshire,  Petition  for 
Authority  to  Issue  Notes  for  Refunding  Certain  Notes  and  for  New 
Construction.  Decision  of  the  New  Hampshire  Public  Service 
Commission,  Approving  the  Issue.     April  21,  1915. 

The  Commission  makes  the  following  general  holding  with  respect  to 
the  issuing  of  securities  for  refunding  purposes. 

"Upon  apphcations  for  authority  to  refund  bonds  or  notes  issued 
prior  to  the  passage  of  the  Public  Service  Commission  Act  we  have 
not  heretofore  considered  it  practicable  or  desirable  to  investigate 
the  original  expenditure  represented  by  the  bonds  or  notes  to  be 
refunded.  If  the  same  by  general  testimony  are  shown  to  have  been 
issued  on  account  of  the  acquisition  or  improvement  of  properties  in 
New  Hampshire  their  refunding  will  ordinarily  be  authorized  without 
inquiring  as  to  the  details  of  such  expenditure.  {Twiii  States  Gas 
and  Electric  Company,  4  N.  H.  P.  S.  C.  Rep.  9.) 

"The  refunding  proposed  in  this  case  in  accordance  with  this  general 
practice  will  be  permitted  without  investigation  of  the  details  of  the 
original  expenditure." 


REFERENCES 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practice. 

Illinois  State  Public  Utilities  Commission,  by  Stanley  R.  Osborn. 

Chamberlin's,  July,  1915,  p.  26. 

The  article  discusses  the  work  of  the  Illinois  State  Public  Utilities  Commission 
during  the  first  eighteen  months  of  its  existence,  and  points  out  the  advantages 
of  state  regulation  over  conflicting  regulation  by  local  authorities  of  city,  town- 
ship and  county.  Each  Commissioner  is  in  charge  of  a  particular  branch  of  the 
Commission's  work  and  the  special  qualifications  of  each  of  the  present  members 
are  shown  in  brief  accounts  of  their  past  training  and  experience. 

226.5 — Standards  of  Service. 

Rules  Regulating  Gas,  Electric  and  Water  Service,  Prescribed  by 
the  Missouri  Public  Service  Commission.     Effective  October  1,  1915. 

Rules  were  issued  by  order  of  the  Commission  July  10,  1915,  f9r  the  regulation  of 
gas  and  electric  service,  applying  to  both  private  and  municipal  plants.  These 
rules,  together  with  the  rules  governing  water  utilities,  are  printed  in  pamphlet 
form  and  are  made  effective  as  of  October  1,  1915. 
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252 — Commission  Annual  Reports. 

New  York  Public  Service  Commission  (1  D.),  Annual  Report,  1913. 
Vol.  II,  861  pages,  and  Annual  Report,  1914,  Vol.  I,  813  pages. 

Volume  II  of  the  Commission's  Amiual  Report  for  1913,  covering  statistics  of 
transportation  companies,  and  Volume  I  of  the  1914  report,  giving  a  general  account 
of  the  Commission's  work  for  1914.  have  been  issued  in  bound  form.  The  regula- 
tion of  gas  and  electric  companies,  showing  the  progress  of  the  formal  complaints 
before  the  Commission,  the  testing  of  gas  and  electric  meters,  and  stock  and 
bond  issues  for  the  year  1914  are  discussed  in  the  latter  report. 

252 — Commission  Annual  Reports. 

Fifth  Annu.\l  Report  of  the  New  Jersey  Public  Utility  Commis- 
sion for  the  Year  1914.     307  pages. 

A  general  account  of  the  work  of  the  Board  is  given  for  the  year  1914.  Extracts 
are  given  from  the  reports  of  inspectors  on  inspections  of  electric  and  other  utili- 
ties. The  reports  for  electric  utilities  deal  largely  with  meter-testing  equipment 
and  practice  of  the  companies  and  the  recommendations  of  the  inspectors  relative 
thereto. 

MUNICIPALITIES 

800—  Municipalities. 

The    Utilities    Magazine.     Published   by    "The    Utilities    Bureau." 

First  Number,  July,  1915. 

The  Utilities  Bureau  which  was  created  and  endorsed  by  the  Conference  of  Amer- 
ican Mayors,  held  at  Philadelphia,  in  November,  1914,  to  act  as  a  "nation-wide 
intercity  agency  for  bringing  the  combined  ability  and  experience  of  all  our  cities 
to  the  service  of  each  city  which  may  face  a  public  utility  problem,"  has  under- 
taken the  publication  of  ""The  Utilities  Magazine."  The  magazine  is  to  serve 
as  a  medium  to  furnish  information  of  interest  and  usefulness  to  cities  in  utility 
matters.  This  first  issue  contains  the  following  articles:  "The  Right  of  a 
Plaintiff  to  Examine  the  Books  and  Properties  of  a  Utility  Company,"  "The  Cost 
of  Producing  Gas  in  American  Cities,"  "Utility  Problems  as  Viewed  by  a  Mayor," 
"Pasadena's  Municipal  Light  Plant,"  "A  Digest  of  Jitney  Bus  Ordinances,"  and 
a  complete  report  of  the  decision  in  the  New  York  Edison  Electric  Light  Case. 

GENERAL 

395 — Proceedings  of  Technical  Associations. 

Iowa  Section  of  the  N.  E.  L.  A.  Proceedings  of  the  Fifteenth  Annual 
Convention,  Held  at  Keokuk,  Iowa,  April  20-22,  1915.  Pamphlet  188 
pages. 

In  noting  the  published  jiroceedings  of  the  Iowa  convention,  attention  may  be 
called  to  the  following  papers  and  reports:  "Principles  of  Rate  Making  for 
Central  Stations,"  by  F.  A.  Warfield;  "Controlled  Flat  Rates,"  by  E.  T.  Hughes 
(7  Rate  Research  125);  "Power  Develojiment  Methods  for  Central  Stations," 
by  Edward  Soukup;  "Maximinn  Demand  Meters,"  by  .1.  V.  Montgomery;  "Fman- 
cial  Side  of  Electric  Power  Transmission,"  by  Prof.  A.  H.  Ford;  Reports  of  "Facts 
and  Factors"  Committee  (7  Rate  Research  93);  "Gas-filled  Lamps  and  Fixtures 
for  Street  Lighting,"  by  E.  M.  Walker;  and  "Mazda  'C  Lamps,"  by  Fred  T. 
Benson. 
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RATES 

SIOUX  CITY,  IOWA 

720— Rate  Schedules. 

The  Sioux  City  Gas  and  Electric  Company,  Sioux  City,  Iowa  (Pop. 
47,828).  Rates  for  Electric  Light  and  Power,  Effective  as  of  August 
1,  1915. 

The  Sioux  City  Gas  and  Electric  Company  announced  a  reduction  in 
its  rates  for  electric  light  and  powei-,  "in  continuation  of  its  policy  to 
share  with  its  patrons  the  savings  which  are  effected  by  the  installation 
of  improved  equipment  and  a  larger  A-olume  of  sales."  The  new  rates 
effective  as  of  August  1,  1915,  are  as  follows: 

NET   LIGHTING  RATES. 
Rate. 

9  cents  per  kilowatt-hour  for  the  first  50  kilowatt-hours  consumed  per  month. 
8  cents  per  kilowatt-hour  for  the  next  50  kilowatt-hours  consumed  per  month. 
6  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 
5  cents  per  kilowatt-hour  for  the  next  300   kilowatt-hours  consumed  per  month. 

4  cents  per  kilowatt-hour  for  the  next  1000  kilowatt-hours  consumed  per  month. 
3^  centsperkilowatt-hovu'  for  the  next  1500  kilowatt-hours  consumed  per  month. 

3  cents  per  kilowatt-hour  for  all   over  3000  kilowatt-hours  consumed  per  month. 

Prompt  Payment  Discount. 

All  bills  for  lighting  will  he  figured  at  one-half  cent  (5C.)  per  kilowatt-hour 
higher  than  the  above  schedule,  but  this  additional  \c.  per  kilowatt  hour  will  be 
deducted  on  all  l)ills  paid  by  the  tenth  of  the  following  month  in  which  the  cur- 
rent is  consumed. 

Minimum  Charge. 

$1.00  per  month  per  meter. 

NET   POWER  RATES. 
Rate. 

5  cents  per  kilowatt-hour  for  the  first    400kilowatt-hours consumed  per  month. 

4  cents  per  kilowatt-hoiu"  for  the  next  300 kilowatt-hours  consumed  piM'  month. 
3  cents  per  kilowatt-hour  for  the  next  1300 kilowatt-hours  consumed  per  month. 
2|  cents  per  kilowatt-hour  for  the  next  1400  kilowatt-hours  consumed  per  month. 
2  cents  per  kilowatt-hour  for  all   over  3400 kilowatt-hours  consimied  per  month. 

Editorlvl  Note. — All  indented  matter  is  direct  quotation. 
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Prompt  Payment  Discount. 
None. 

Minimum  Charge. 

$2.00  per  month  per  meter. 

EMERGENCY  OR  BREAK-DOWN  LIGHTING  AND  POWER  RATES. 

When  emergency  or  break-d-own  service  is  desired  for  use  in  comiection  with 
the  operation  of  private  or  isolated  plants,  the  above  schedule  of  rates  will 
apply.  Consumers,  however,  desiring  this  service  are  to  guarantee  a  minimum 
monthly  income  to  the  Company  of  one  dollar  ($1.00)  for  each  kilowatt  of 
capacity  connected,  and  for  no  less  a  period  than  one  year. 

COMMISSION  DECISIONS 

NEBRASKA 

300 — Investment  and  Return. 

Marquis  v.  Polk  County  Telephone  Company,  Alleging  That  the 
Company's  Rates  are  Excessive.  Decision  of  the  Nebraska  State 
Railway  Commission,  Fixing  Rates.     May  8,  1915. 

In  the  opinion  written  by  Commissioner  Taylor,  the  determination  of 
value  as  a  basis  for  rate-making  is  discussed  as  follows: 

310— Valuation. 

"Value  is  and  alwaj's  must  be  a  matter  of  human  judgment.  It  is 
composed  of  so  many  intangible  factors  that  it  is  impossible  of 
mathematical  measurement.  Two  men,  working  to  the  same 
purpose,  employing  the  same  formula,  using  the  same  information 
and  given  the  same  property,  will  almost  invariably  arrive  at  different 
conclusions." 

311.1— Original  Cost. 

"In  the  first  place,  'original  cost'  is  impossible  of  ascertainment  in 
a  large  number  of  cases  because  of  a  lack  of  historical  information. 
In  the  past — and  this  condition  applies  particularly  to  telephone 
companies — bookkeeping  has  been  a  mere  incident  to  the  operation 
of  the  utility,  the  records  co\'ering  only  the  entries  absolutely  neces- 
sary to  the  collection  and  expenditui'c  of  the  earnings.  It  is  only 
within  the  past  few  years  that  scientific  accounting  systems,  formu- 
lated by  regulating  bodies,  have  been  established  whereby  it  is 
possible  to  determine  definitely  just  what  disposition  is  made  of 
the  money  flowing  into,  and  out  of,  the  treasury  of  the  company. 
Operation,  maintenance,  new  construction  and  depreciation  accounts 
have  l)een  so  intermingled  and  confused  that  they  do  not  reflect 
actual  facts.  In  some  instances  important  records  ha\e  been  lost, 
or  in  the  case  of  the  sale  or  transfer  of  the  utility,  they  have  been 
destroyed.     .     .     ." 

The  opinion  here  points  out  the  experience  of  the  Division  of  Valua- 
tion of  the  Interstate  Conuiierce  Connnission,  and  excen-pts  are  copied 
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from  the  address  of  Hon.  C.  A.  Prouty,  Director  of  the  Division  of 
Vahiation,  which  was  dehvered  before  the  National  Association  of 
Railway  Commissioners,  (7  Rate  Research  149). 

"The  obstacles  confronting  the  national  valuation  body  are  common 
to  every  piece  of  valuation  work.  Facts,  of  course,  should  be  used 
where  they  are  available  and  they  are  to  be  preferred  above  mere 
theory  or  speculation. 

"A  rigid  adherence  to  the  'original  cost'  or  'cost  of  construction' 
theory  involves  the  recognition  of  expenditures  that  might  other- 
wise be  disallowed.  In  building  the  plant  of  a  public  utility  it  is 
sometimes  impossible  to  foresee  all  the  conditions  that  may  have  to 
be  met,  and  expenditures  are  incurred  that  subsequently  form  the 
basis  for  serious  controversy  when  considered  in  connection  with 
the  valuation  of  the  property.     .     .     ." 

311.2 — Reproduction  Cost  New. 

"The  reproduction  new  theory  of  ascertaining  value  is,  perhaps, 
equally  faulty  and  its  inflexible  application  to  all  kinds  of  conditions 
has  undoubtedly  led  to  some  unjust  results.  As  in  the  case  of  the 
cost  of  construction  theory,  it  must  be -used  with  judgment  and 
discretion,  being  modified  to  fit  the  circumstances  and  the  require- 
ments of  each  case.  It  is  highly  valuable,  as  before  stated,  when 
historical  data  is  unobtainable,  and  it  serves  an  important  purpose 
in  many  cases  in  complementing  and  corroborating  data  already 
secured.  Both  methods,  as  a  matter  of  fact,  are  essential  to  a 
solution  of  the  problem,  and  if  there  are  any  other  methods  that  aid 
in  its  solution  they  should  be  given  consideration.  So  important  is 
the  question  of  ascertaining  'fair  value'  as  a  basis  for  fixing  rates 
that  no  regulating  body  should  shut  the  door  against  any  plan  or 
formula  that  promises  assistance.  It  is  at  once  a  social,  economic, 
legal  and  political  problem  that  will  not  be  determined  according  to 
any  set  rule  or  formula.  It  is  for  the  regulating  body  first  of  all 
to  ascertain  all  the  facts  and  from  them  deduce  conclusions  that 
promise  justice  to  all  interests.     .     .     ." 

340 — Rate  of  Return. 

"In  the  opinion  of  the  Commission  the  interest  rate  on  farm  mort- 
gages is  no  fair  measure  of  a  reasonable  return  for  telephone  securi- 
ties, although  such  a  comparison  is  urged  by  counsel  for  complainant. 

"There  are  elements  of  risk  in  the  telephone  business,  such  as  poten- 
tial competition,  business  depression,  possible  public  ownership, 
radical  changes  in  equipment  for  which  no  adequate  provision  can  be 
made,  the  possible  complete  destruction  of  the  property  by  storm, 
etc.,  which  do  not  pertain  to  farm  mortgages,  and  which  make  the 
value  of  the  two  investments  altogether  different.  In  previous 
cases  the  Commission  has  found  7  per  cent,  to  be  a  reasonable 
return,  and  as  the  earnings  under  the  present  rates  will  produce  a 
return  of  but  slightly  more  than  that,  they  cannot  be  held  to  be 
excessive." 
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COURT  DECISIONS 
WISCONSIN 

300 — Investment  and  Return. 

DuLUTH  St.  Ry.  Co.  v.  Railroad  Commission  of  Wisconsin.  Deci- 
sion of  the  Supreme  Court  of  Wisconsin.  June  1,  1915.  152  North- 
western 887. 

Upon  an  appeal  from  a  decision  of  the  Circuit  Court  of  Dane  County 
which  upheld  the  order  of  the  Railroad  Commission  reducing  the  rate 
of  fare  of  the  Duluth  Street  Railway  Company,  the  Supreme  Court 
of  Wisconsin  affirmed  the  findings  of  the  Commission  and  lower  court. 
The  company's  franchise  authorized  a  charge  of  not  to  exceed  a  five- 
cent  fare  and  the  company  was  charging  the  usual  five-cent  fare.  The 
order  of  the  Cyommission  required  the  company  to  sell  six  tickets  for 
twenty-five  cents. 

112.5 — Ordinance  Rates. 

The  companv  maintains  that  the  ordinance  constituted  a  contract 
authorizing  the  company  to  exact  a  five  cent  fare.     The  court  says: 

"The  contract  remained  valid  until  the  state  saw  fit  to  exercise  its 
paramount  authority  to  regulate  such  rates.  So  much  has  been 
decided  in  Manitowoc  v.  Manitowoc  &  N.  T.  Co.,  145  Wis.  13,  28, 
129  N.  W.  925,  140  Am.  St.  Rep.  1056,  and  in  Milwaukee  E.  R.  & 
L.  Co.  V.  Railroad  Commission,  153  Wis.,  592,  142  N.  W.  491,  Ann. 
Cas.  1915A,  911.  Counsel  cite  many  authorities  to  show  that  these 
cases  were  incorrectly  decided.  Maybe  they  were.  A  writ  of  error 
to  the  federal  Supreme  Court  has  been  taken  from  the  judgment 
in  the  Milwaukee  case,  but  that  court  has  not  yet  announced  its 
decision  in  the  case.  We  are  not  satisfied  that  the  two  cases  re- 
ferred to  were  incorrectly  decided  by  this  court,  and  for  the  present, 
and  until  we  are  better  enlightened,  we  adhere  to  them,  and  rest  our 
present  conclusion  on  the  reasons  stated  in  the  opinions  in  these 
cases."     .     .     . 

310— Valuation. 

"The  two  principal  witnesses  who  testified  before  the  court  on  values 
were  Mr.  Haugen,  of  the  Tax  Commission,  for  the  plaintiff,  and  Mr. 
Erickson,  of  the  Railroad  Connnission,  for  the  defendant.  These 
two  men  should  be  as  well  qualified  to  speak  on  the  \aUie  of  the 
property  involved  as  any  two  men  in  Wisconsin.  Mr.  Erickson, 
with  the  aid  of  a  trained  corps  of  assistants,  has  been  largely  engaged 
for  a  number  of  years  in  valuing  strcnH  railroads  and  other  i)ulilic 
utilities,  as  the  reports  of  the  Railroad  Connnission  show.  Mr. 
Haugen  has  been  doing  the  same  kind  of  work,  with  like  aids,  for 
taxation  purposes.  Both  occupy  imjiortant  official  positions;  both 
are  men  of  recognized  standing  and  ability,  and  both  were  undoubtedly 
expressing  their  honest  and  candid  judgments.  The  reproduction 
cost  of  the  property  was  arrived  at  l)y  engineers  employed  jointly 
by  the  Railroad  and  Tax  Commissions;  so  that  both  had  the  same  data 
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as  far  as  this  particular  item  of  evidence  was  involved.  It  is  not 
unusual  to  ha\'e  high-grade  experts  differ  widely  in  giving  evidence 
on  values  when  they  are  called  by  private  interests.  The  fact  that 
the  experts  in  this  case  were  disinterested  and  were  employed  by 
the  state  does  not  seem  to  have  affected  the  general  rule.  Mr. 
Haugen,  answering  a  hypothetical  question,  which  included  the 
various  elements  which  it  was  said  in  the  Appleton  Waterworks 
case,  154  Wis.  121,  148,  142  N.  W.  476,  47  L.  R.  A.  (N.  S.)  770, 
should  be  taken  into  account  in  fixing  the  value  of  a  public 
utility,  testified  that  the  value  of  the  plaintiff's  property  in  Wis- 
consin was  SI,  100,000,  or  $400,000  in  excess  of  the  value  fixed  by 
Mr.  Erickson."     ... 

311 — Basis  of  Valuation. 

Attention  is  called  to  the  fact  that  the  Company  was  assessed  on 
$1,100,000,  while  the  rate  making  value  used  by  the  Railroad  Com- 
mission was  $700,000,  and  it  is  contended  that  it  is  unfair  and  unwar- 
ranted to  place  one  value  on  a  piece  of  property  for  rate-making  pur- 
poses and  to  add  about  58  per  cent,  to  this  value  for  taxation  purposes. 

"This  latter  contention  is  persuasive,  but  not  necessarily  accurate. 
The  earning  power  of  a  property  of  this  kind  has  considerable  in- 
fluence in  fixing  its  present  value.  Where  returns  are  large,  the 
stock  and  l)ond  value  is  affected  and  this  factor  may  be  considered 
at  least  in  ascertaining  value  for  the  purposes  of  taxation,  and  Mr. 
Haugen  testified  that  it  was  considered  by  him.  Excessive  earnings 
may  be,  and  generally  are,  the  result  of  excessive  rates,  and,  if  such 
earnings  fixed  in  a  large  measure  the  vakie  of  the  property  involved, 
it  would  be  impossible  to  materially  reduce  rates,  no  matter  how 
excessive  they  might  be.  Once  the  reasonable  value  of  a  street 
railway  company  is  fixed  for  rate-making  purposes,  there  might  well 
be  merit  in  the  contention  that  the  xsdue  fixed  on  such  property  for 
taxation  should  not  materially  exceed  the  value  upon  which  the 
company  is  permitted  to  earn  a  reasonable  rate  of  return.  Thi 
question  is  not  directly  before  us,  and  what  is  said  is  intended  only 
to  meet  the  contention  of  the  appellant  that  its  property  should  not 
be  valued  by  the  state  at  $700,000  for  one  purpose  and  at  $1,100,000 
for  another,  where  the  lower  value  results  in  ordering  a  substantial 
decrease  in  its  earning  power,  and  the  higher  one  imposes  an  excessive 
burden  in  the  way  of  taxation.  Once  the  state  has  fixed  a  value  for 
rate-making  purposes  and  restricted  the  earning  power  of  the  road 
to  a  reasonable  return  on  such  value,  it  would  seem  reasonable  to 
claim  at  least  that  the  property  could  not  have  a  materially  higher 
value  for  purposes  of  taxation.  While  a  valuation  for  taxation 
purposes  may  not  fix  the  value  for  rate-making  purposes,  it  may 
well  be  that  a  valuation  for  the  latter  purpose  might  substantially 
fix  the  value  to  be  found  for  the  former."     .     .     . 


s 


311.1— Original  Cost. 

"It  was  shown  in  the  testimony  that,  while  the  ascertainment  of 
cost  is  desirable,  it  is  not  a  safe  guide  to  tie  to,   and   is  not   con- 
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sidered  especially  important  in  arriving  at  final  results;  at  least  no 
such  importance  is  attached  to  it  as  is  to  reproduction  cost.  This  is 
due  to  the  fact  that  it  is  xeiy  difficult  in  most  cases  to  arrive  at  cost 
where  a  plant  has  been  constructed  for  a  long  time  and  it  is  also 
difficult  to  ascertain  whether  the  cost  has  been  kept  within  reason- 
able bounds." 
315.1— Going  Value. 

"It  is  apparent  that  a  substantial  sum  was  allowed  for  go"ing  value. 
This  allowance  necessarily  presupposed  and  took  into  consideration 
the  fact  that  the  property  was  in  a  position  to  earn  a  fair  return  on 
the  reasonable  value  of  it.  A  plant  that  has  been  in  existence  as 
long  as  this  one  that  was  incapable  of  paying  dividends  might, 
of  course,  have  a  going  value,  but  it  would  be  very  small.  Such  a 
property  would  hardly  be  salable  at  the  bare  cost  of  reproduction 
less  depreciation. 

'Tt  is  said  in  the  Appleton  Case  that  the  value  of  the  plant  and  busi- 
ness is  an  indivisible  gross  amount,  and  that  it  is  not  obtained  by 
adding  up  a  number  of  separate  items,  but  by  taking  a  compre- 
hensive view  of  each  and  all  of  the  elements  of  property,  tangible 
and  intangible,  including  property  rights,  and  considering  them  all, 
not  as  separate  things,  but  as  inseparable  parts  of  one  harmonious 
entity,  and  exercising  the  judgment  as  to  the  value  of  that  entity. 

"What  the  commission  here  did  was  to  fix  a  value  on  the  property 
of  the  plaintiff  as  a  whole.  The  commission  seems  to  have  taken 
into  account  every  kind  of  property,  tangible  and  intangible,  which 
should  be  considered  in  fixing  a  valuation.  No  doubt  the  repro- 
duction cost  was  considered  a  very  important  item  in  arriving 
at  the  value  of  the  plant,  and  we  think  correctly  so.  But  the  value 
was  not  fixed  on  the  basis  of  what  it  would  cost  to  reproduce  the 
plant.  It  is  important  that  some  method  of  arriving  at  value  be 
worked  out  which  has  something  tangible  for  a  basis,  if  such  method 
be  possible,  and  does  not  work  injustice  to  the  utility  owner  or  the 
public.  Mere  opinions  on  the  value  of  property  of  this  kind,  based 
on  superficial  observation,  are  of  little  value.  We  think  the  com- 
mission did  not  adopt  an  erroneous  theory  as  to  how  value  should 
be  fixed,  and  that  its  finding  on  value  is  fairly  sustained  by  the 
evidence."  .  .  . 
315.4 — Franchise  Value. 

In  regard  to  franchise  value  the  court  holds  that,  where  the  right  exists 
to  regulate  the  rate  of  charge  at  any  time,  proper  allowance  is  made  for 
the  franchise  when  a  fair  value  is  fixed  upon  the  property  based  on  the 
assumption  that  the  business  is  a  going  one,  and  that  the  owner  will  be 
permitted  to  carry  it  on  in  the  futui-e  unless  the  municipality  elects  to 
buy  for  full  and  fair  value;  and  it  further  holds  that  such  a  value  has 
been  determined  by  the  Commission. 
340— Rate  of  Return. 

"The  evidence  in  this  case  showed  that  the  city  of  Superior  was  a 
thrifty,  growing  municipality,  and  that  the  revenue  of  the  plaintiff. 
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generally  speaking,  had  shown  a  substantial  increase  with  the  in- 
crease in  growth.  There  is  nothing  to  inclicat(^  that  the  investment 
is  unstable  or  that  the  revenues  in  the  future  will  not  be  sufficient  to 
pay  operating  expenses,  maintenance,  and  a  reasonable  return  on 
the  investment, 

"By  taking  an  indeterminate  permit  the  railway  company  may  con- 
tinue its  business  indefinitely,  unless  the  utility  is  condemned  in  the 
manner  provided  for,  and  then  the  property  must  be  paid  for.  Plain- 
tiff is  not  in  a  position  to  say  that  its  franchise  will  expire  at  the  end 
of  a  certain  time  and  it  may  not  be  renewed,  and,  if  not,  its  property 
will  have  a  junk  value  only,  and  it  consequently  must  charge  rates  high 
enough  to  secure  it  against  this  contingency.  There  is  very  little  of 
the  speculative  element  in  investing  in  the  securities  of  the  plaintiff 
on  the  basis  of  the  valuation  fixed  by  the  commission.  It  would 
seem  to  be  safe,  sound  and  secure.  Where  the  matter  of  reasonable- 
ness ends  and  where  unreasonableness  begins,  is  somewhat  difficult 
of  ascertainment.  It  is  a  question  of  fact  which  the  commission 
primarily  should  decide,  and  when  it  makes  a  decision,  and  that 
decision  is  approved  by  the  trial  court,  it  cannot  be  disturbed  by  this 
court,  unless  it  appears  that  the  decision  is  clearly  wrong."     .     .     . 

The  Commission  held  that  the  rate  should  be  adjusted  so  as  to  yield 
substantially  7|  per  cent. 

''The  plaintiff  insists  that  a  rate  of  7|  per  cent.,  considering  the 
character  of  the  business  and  the  risks  which  follow  it,  is  not 
reasonable  compensation  for  the  investment.  It  is  not  claimed  that 
a  rate  which  will  yield  such  a  return  is  confiscatory,  and  it  is  obvious 
that  it  is  not.  It  is  said,  truthfully  enough  we  think,  that  there  is 
a  difference  between  a  rate  that  is  not  quite  low  enough  to  be  con- 
demned as  confiscatory  and  one  which  is,  in  fact,  reasonable,  and  it 
is  a  reasonable  rate  which  the  commission  is  called  upon  to  fix.  This 
may  all  be  conceded.  But  there  is  a  good  deal  of  difference  between 
a  rate  which  affords  the  investor  the  substantial  return  of  7|  per  cent, 
and  one  so  low  that  it  can  be  said  that  it  practically  deprives  the 
owner  of  the  beneficial  use  of  his  property,  and  would  substantially 
confiscate  it  in  whole  or  in  part  if  permitted  to  stand.  Allusion  has 
already  been  made  to  the  substantial  character  of  the  investment 
in  this  case  and  to  its  probable  continuity.  What  is  a  reasonable 
return  is  a  question  of  fact,  the  solution  of  which  calls  for  the  exer- 
cise of  sound  judgment  and  common  sense.  Undoubtedly  there  are 
some  risks  attendant  on  such  an  investment  that  are  not  found  in 
the  case  of  a  well-placed  loan  on  real  estate.  But  the  commission 
has  taken  this  into  account  by  allowing  a  higher  rate  of  return  than 
the  ordinary  real  estate  loan  yields.  It  is  also  true  that  there  are 
some  speculative  ventures  that  promise  to  yield  a  larger  rate  of 
return,  and  in  fact  do  if  they  are  successful.  But,  while  the  rewards 
may  be  greater  in  case  of  success,  the  chances  of  failure  are  also 
greater,  and  the  commission  seems  to  have  adopted  an  intermediate 
figure  between  these  two  classes  of  investments,  and  its  judgment  in 


362  7         Rate     Research 


this  regard,  confirmed  by  the  trial  court,  should  not  be  disturbed. 
An  abundance  of  authority  might  be  cited  to  sustain  the  finding  of 
the  commission  in  this  regard.  One  of  the  leading  cases  on  the 
point  is  Willcox  v.  Consohdated  Gas  Co.,  212  U.  S.  19,  48,  29  Sup. 
Ct.  192,  53  L.  Ed.  382,  48  L.  R.  A.  (N.  S.)  1134,  15  Ann.  Cas. 
1034."     .     .     . 

450— Value  of  Service  Theory, 

"It  is  argued  that  there  is  very  little  connection  between  the  profit 
which  a  party  makes  out  of  a  service  performed  and  what  it  is  worth, 
and  that  in  determining  the  value  of  a  thing  like  railroad  transpor- 
tation the  question  is  not  whether  the  profit  is  large  or  small,  but 
what  is  the  service  actually  worth  to  the  public.  It  is  also  argued 
that  this  element  was  lost  sight  of  by  the  commission,  and  that  it 
based  its  idea  of  reasonableness  solely  on  the  amount  of  profit  which 
plaintiff  was  making,  and  regardless  of  what  the  service  performed 
was  worth.  The  weakness  of  this  test  was,  no  doubt,  apparent  to 
counsel,  because  it  was  suggested,  rather  than  pressed.  If  it  were 
adopted,  it  would  be  extremely  difficult  for  any  one  to  say  that  a  rate 
of  ten  cents  a  mile  for  carrying  passengers  on  our  railroads  was  un- 
reasonable. So  it  is  contended  that  the  market  value  of  the  service 
should  be  deemed  the  reasonable  value  of  it  rather  than  its  worth, 
and  that,  inasmuch  as  a  five-cent  fare  is  charged  in  most  cities,  this 
fact  establishes  market  value.  If  this  should  be  established  as  a 
guiding  principle,  it  would  be  impossible  to  make  any  compulsory 
reductions  in  rates,  no  matter  what  economies  might  be  practiced 
in  the  transportation  business.  Then  it  leaves  out  of  account 
difference  in  conditions  in  different  localities.  A  good  many  gener- 
alities which  lead  nowhere  have  been  indulged  in  by  courts  and 
economists  in  reference  to  methods  of  establishing  the  value  of  rail- 
way properties,  as  well  as  the  manner  of  determining  the  reasonable- 
ness of  rates.  Street  railways  are  natural  and  necessary  monopo- 
lies. At  least  such  was  the  case  before  the  advent  of  the  'jitne>'' 
bus,  and  its  usefulness  is  at  least  problematical.  They  are  quasi  public 
corporations  that  are  permitted  to  use  the  streets  in  the  interest  of 
public  convenience  and  necessity.  Our  cities  might,  if  they  deemed 
it  advisable,  carry  on  the  business  themselves.  So  long  as  they  do 
not  do  so,  it  is  pretty  well  established  that  the  privately  owned 
street  railway  should  be  permitted  to  earn  its  reasonable  and  neces- 
sary expenses,  including  a  reasonable  sum  for  depreciation,  as  well 
as  a  fair  rate  of  return  on  the  reasonable  value  of  the  investment. 
The  amount  of  this  return  should  be  governed  to  some  extent  by 
the  character  of  the  management.  A  company  that  is  on  the  alert 
to  practice  economies  should  have  some  part  of  the  saving,  else 
there  would  be  no  inducement  to  reduce  the  cost  of  the  service.  It 
is  not  our  purpose  here  to  discuss  the  elements  that  should  be  con- 
sidered in  fixing  the  cost  of  a  service.  It  is  not  involved.  But  we 
think  that  net  earning  power  is  one  of  the  most  important  elements 
to  consider  in  ascertaining  whether  rates  of  fare  are  reasonable  or 
otherwise.     Where  a  monopoly  is  created  by  law,  it  is  entirely  proper 
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and  generally  advisable  that  its  power  to  take  more  than  fairly 
belongs  to  it,  to  wit,  a  reasonable  return  on  the  reasonable  \alue  of 
the  property,  should  be  restricted.  Investments  of  this  character 
are  permanent,  and  the  risks  are  not  ver}^  great,  unless  bad  judgment 
is  used  in  building  a  road  where  there  is  no  sufficient  call  for  it  to 
justify  the  expenditure.  The  cost  of  the  service  is  the  most  definite 
and  tangible  guide  there  is  to  tie  to  in  making  rates,  if,  indeed,  it  is 
not  the  only  one.  Where  rates  are  so  adjusted  as  to  yield  a  fair 
return  on  the  value  of  the  property  over  and  above  expenses  and  de- 
preciation, the)-  are  reasonable.  Where  they  are  so  fixed  as  to  ma- 
terially exceed  this  sum,  they  are  not."     .     .     . 

IDAHO 

300 — Investment  and  Return. 

Murray  \.  Public  Utilities  Commission.  Decision  of  the  Supreme 
Court  of  Idaho,  July  1,  1915.     150  Pacific  47. 

The  petition,  on  behalf  of  the  Pocatello  Water  Company,  asks  for  a 
review  of  the  order  of  the  Commission  fixing  rates  for  water  service 
and  requiring  certain  extensions  of  the  company's  plant. 

226.2 — Extension  of  Service. 

In  determining  whether  or  not  the  reciuirements  for  extension  of  service 
are  reasonable,  the  court  makes  the  following  general  holding: 

"To  compel  the  proprietor  of  a  utility  to  make  enlargements  or 
extensions  under  such  circumstances  that  he  could  not  make  a  fair 
return  upon  his  whole  investment  would  certainly  be  depriving  him 
of  his  property  without  due  process  of  law.  In  order  to  justify  the 
Commission  in  ordering  enlargements,  the  Commission  should  be 
satisfied  from  the  evidence:  First,  that  the  existing  plant  is  not  reason- 
ably sufficient  to  render  adequate  service  (Washington  ex  rel.  0. 
R.  &  N.  Co.  V.  Fairchild,  224  U.  S.  510,  32  Sup.  Ct.  535,  56  L.  Ed. 
863) ;  second,  that  the  extension  or  enlargement  is  within  the 
scope  of  the  original  professed  undertaking  of  the  proprietor  of  the 
utility   (N.  P.  R.    Co.    v.    N.    Dak.    236    U.    S.    585,  35  Sup.  Ct. 

429,  at  page  433,  59   L.  Ed. );    third,  that   after   the   making 

of  the  enlargements  or  extensions  the  owner  will  be  insured  a  fair 
return  upon  his  whole  investment  (Smvth  v.  Ames,  169  U.  S. 
466-546,  18  Sup.  Ct.  418,  42  L.  Ed.  819);  fourth,  that  the  par- 
ticular enlargements  or  extensions  are  reasonably  necessary  to  insure 
reasonably  adequate  service  (N.  P.  R.  Co.  v.  N.  Dak.,  supra,  and 
Washington  ex  rel.  0.  R.  &  N.  Co.  v.  Fairchild,  supra." 

The  court  points  out  that  it  is  not  demonstrated  in  the  record  that 
the  petitioner  has  a  valid,  existing  franchise  from  the  City  of  Pocatello. 

"Under  such  circumstances,  we  do  not  think  that  an  order  for  the 
extension  and  enlargement  of  the  plant  is  reasonable  and  there- 
fore hold  that  the  Commission  had  no  authority  to  make  such  an 
order." 
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310— Valuation, 

The  Court  finds  that  the  Commission  erred  in  not  allowing  a  reasonable 
value  for  the  Company's  water  rights;  and  such  finding  is  deemed 
sufficient  grounds  for  the  reversal  of  the  Commission's  order  as  to 
rates.  The  views  of  the  court  on  other  elements  of  value  are  given, 
however,  "for  the  guidance  of  the  Commission  and  parties." 

311.2 — Reproduction  Cost  New. 

"This  court  is  of  the  opinion  that  the  rule  of  cost  of  reproduction 
less  depreciation,  adopted  by  the  Commission,  is  the  correct  general 
rule  or  principle  to  be  applied  in  this  class  of  cases.  However,  we 
believe  that  in  ascertaining  values  in  this  way  the  worth  of  a  new 
plant  of  equal  capacity,  efficiency  and  durability,  with  proper  dis- 
count for  defects  in  the  old,  and  the  actual  depreciation  for  use, 
should  be  the  measure  of  value,  rather  than  the  cost  of  exact  dupli- 
cation. 

"So  far  as  the  question  of  depreciation  is  concerned,  we  think  deduc- 
tion should  be  made  only  for  actual,  tangible  depreciation  and  not 
for  theoretical  depreciation,  sometimes  called  'accrued  depreciation.' 
In  other  words,  if  it  be  demonstrated  that  the  plant  is  in  good 
operating  condition,  and  giving  as  good  service  as  a  new  plant,  then 
the  question  of  depreciation  may  be  entirely  disregarded." 

212.9 — Paving  Over  Mains. 

"If  in  constructing  a  new  plant  of  equal  capacity,  efficiency  and 
durability,  it  would  be  reasonably  necessary  to  place  or  replace 
mains  and  hydrant  connections  at  places  where  paving  has  been 
laid,  then  we  are  of  the  opinion  that,  in  accordance  with  the  general 
rule  of  valuation  which  we  have  adopted,  allowance  should  be  made 
on  that  account.  If,  on  the  other  hand,  in  providing  such  a  plant, 
it  would  not  be  reasonably  necessary  to  place  or  replace  mains  and 
hydrant  connections  in  places  where  such  paving  has  been  laid,  but 
the  mains  and  hydrant  connections  could  he  placed  in  other  places 
to  just  as  good  effect,  then  we  do  not  think  that  such  allowance 
should  be  made." 

315.1— Going  Value. 

"If  evidence  is  offered  to  show  that  certain  expenses  have  been 
incurred  in  building  up  the  business,  then  this  may  be  considered  by 
the  Commission  as  one  of  the  elements  under  the  head  of  'going 
concern  value.'  Further  than  this,  we  are  of  the  opinion  that  the 
Commission  should  not  attempt  to  calculate  or  segregate  any 
specific  theoretical  value  which  attaches  to  the  plant  or  system  of 
the  petitioner,  by  reason  of  the  fact  that  it  is  a  going  concern,  Init 
that  this  fact  should  be  considered  in  estimating  the  value  of  the 
physical  property  and  assets  of  the  petitioner;  in  other  words,  the 
question  as  to  the  value  of  petitioner's  proj^erty  and  investment 
should  be  treated  and  viewed  by  witnesses  and  by  the  Connnission 
in  the  light  of  the  fact  that  the  petitioner's  plant  and  system  are 
a  going  concern;  that  they  are  in  actual,  successful  operation." 
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319.1— Water  Power  Rights. 

The  Commission  refused  to  plac(^  any  value  upon  the  water  right  of 
the  petitioner,  but  allowed  the  sum  of  $2,000,  "which  the  evidence 
shows  was  paid  by  petitioner  to  certain  Indians  who  asserted  a  claim 
to  the  water  in  question."  The  court  holds  that  this  is  error,  following 
the  decision  of  the  Supreme  Court  of  the  United  States  in  San  Joaquin 
&  Kings  River  Canal  &  Irrigation  Co.  v.  Stanislaus  County,  233  U.  S. 
454,  34  Sup.  Ct.  652,  58  L.  Ed.  1041,  which  was  rendered  subsequent 
to  the  Commission's  order  in  this  case.     The  court  says: 

"The  value  to  be  considered  by  the  Commission  is  the  present,  fair 
value  of  the  water  right  at  the  time  the  rate  is  fixed.  The  original 
cost  is  not  at  all  conclusive,  if  it  can  be  shown  that  it  now  has  a 
different  value,  although  the  original  cost  is,  as  in  all  cases,  an 
element  which  may  be  considered.  The  present  fair  value  should 
be  determined  by  the  l)est  evidence  of  which  the  nature  of  the  case 
is  susceptible.  It  should  be  measured  by  the  fair  market  value  of  a 
similar  water  right  in  the  locality,  or  a  similar  locality,  if  such  can 
be  established  by  satisfactory  evidence.  If  no  market  value  can  be 
established,  then  the  opinion  of  competent  witnesses  as  to  the  actual 
value  may  be  consideretl.  In  this  respect  the  case  does  not  prseent 
any  exceptional  features.  The  same  rule  is  applied  in  the  case  of 
any  property,  real  or  personal.  The  fair  market  value  is  the  usual 
standard;  but,  if  it  be  shown  that  the  property  has  no  market  \'alue, 
then  witnesses  may  testify  to  actual  value,  which  is,  of  course, 
largely  a  matter  of  opinion.  Because  it  is  difficult  to  determine  the 
exact  value  of  a  certain  kind  of  property,  it  does  not  follow  that  the 
owner  shall  be  refused  the  protection  of  the  law.  The  fair  present 
value  of  the  water  right  is  the  ultimate  fact  to  be  found  and  consid- 
ered by  the  Commission  and  the  court.  Exactly  what  probative 
or  evidentiary  facts  shall  be  considered,  or  what  standard  of  measure- 
ment shall  be  adopted  in  finding  that  ultimate  fact,  will  depend 
largely  upon  the  facts  of  each  case  as  it  arises.  We  suggest  that  the 
expert  engineers  employed  l\v  the  Commission,  as  well  as  those 
testifying  for  the  parties,  ma>'  render  great  assistance  to  the  Com- 
mission in  deciding  these  cjuestions  in  each  case." 


REFERENCES 

260— History  and  Development  of  Regulation. 

Regulating  Commissions  Now  in  46  States,  by  Louis  Roth.  Public 
Service  Record,  August,  1915,  p.  6. 

Public  Scrvioc  Record,  a  monthly  iMihlication  issued  by  the  Public  Service  Com- 
mission for  the  First  District,  in  the  August  issue,  contains  an  article  by  Mr. 
Louis  Roth,  Statistician,  which  gives  a  history  of  the  establishment  of  com- 
mission regulation  and  its  development  by  adoption  in  other  states,  by  extension 
to  other  utilities  and  by  enlargement  in  the  powers  of  commissions  to  afford  more 
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complete  regvilation.  The  most  important  powers  and  duties  conferred  upon 
commissions  and  tlie  benefits  to  be  derived  from  the  proper  exercise  of  such 
jurisdiction  are  discussed. 

360 — Depreciation. 

A  Discussion  of  Depreciation,  by  Philip  J.  Kealy.  Engineering 
and  Contracting,  August  18,  1915,  p.  118. 

The  importance  of  properly  providing  for  depreciation  costs  is  emphasized  bj- 
pointing  out  that  the  financial  difficulties  which  many  companies  experience 
are  due  to  the  failure  to  provide,  in  the  early  life  of  the  property,  for  a  fimd  to 
offset  constant  deterioration.  The  puri)ose  of  the  article  is  to  outline  a  general 
method  of  providing  for  depreciation.  The  discussion  uses  data  for  street  rail- 
way property. 

622"  Diversity  Factor. 

New  Light  on  Diversity  Factor,  ))y  L.  R.  Nash.  9  pages,  Stone  and 
Webster,  August,  1915,  p.  82. 

A  discussion  is  given  of  the  paper  on  "The  Application  of  the  Diversity  Factor," 
presented  by  H.  B.  Gear  at  the  last  convention  of  the  N.  E.  L.  A.  (7  Rate  Rese.a.rch 
189.) 

782.5 — Lamp  Efficiency. 

A  Review  of  the  N.  E.  L.  A.  Lamp  Committee  Report,  l)y  G.  F. 
Morrison.     General  Electric  Review,  September,  1915,  p.  925. 

The  report  of  the  lamp  committee  of  the  N.  E.  L.  A.,  presented  at  the  San  Fran- 
cisco Convention,  is  abstracted. 

900— GeneraL 

Control  and  Protection  of  Electric  Systems,  by  Charles  Proteus 
Steinmetz.     General  Electric  Review,  September,  1915,  p.  887. 

The  paper,  which  was  presented  before  a  joint  meeting  of  the  Electrical  Section 
of  the  Franklin  Institute  and  the  Philadelphia  Section  of  the  A.  I.  E.  E.  deals 
with  the  many  problems  involved  in  the  control  and  protection  of  electric  circuits. 


COURT  DECISION  REFERENCES 

200— Public  Service  Regulation    Law  and  Practice. 

People  ex  rel.  New  York  Cent.  &  H.  R.  R.  Co.  v.  Public  Service 
Commission  (2  D.).  Decision  of  the  Court  of  Appeals  of  New  York. 
June  8,  1915.     109  Northeastern  252. 

The  Public  Servicer  Commission  brought  an  appeal  from  an  order  of  the  Ajipellato 
Division  (159  App.  Div.  .540,  145  N.  Y.  Supp.  513)  annulling  the  Conimission's 
order  which  made  a  reduction  in  the  comi)any's  rates.  The  Commission's  decision 
was  abstracted  in  4  Ratio  Keseakch  41  and  the  decision  of  the  lower  court  in  4 
Rate  Reseakch  SGO.     'I'he  judgment  of  the  lower  court  is  afiirmed. 

The  companv  increased  its  rates  in  1907  and  afiain  in  1910.  The  Commission 
held  that  the  company  had  not  shown  adeciuatc  proof  thai  the  increase  of  1910  was 
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reasonable.  The  Court  of  Appeals  in  tin  opinion  by  Judge  Hiscock  points  out 
that  the  Commission  took  the  position  that,  a  lower  rate  having  prevailed  for 
three  years,  the  burden  of  proving  and  establishing  that  the  increased  rates 
were  reasonable  was  upon  the  company,  and  the  Court  holds 

"The  Public  Service  Commission  was  not  justified  by  the  facts  in  casting 
upon  respondent  the  burden  whi(?h  it  did.     .     .     . 

"The  naked  fact  that  a  railroad  has  established  and  continued  a  rate  for  a 
limited  time  does  not  justify  the  conclusion  that  it  was  profitable.  It  may 
have  been  established  at  an  unprofitable  figure  as  the  result  of  miscalculation, 
compelling  competition,  or  of  a  [lolicy  which  was  willing  to  endure  temporary 
losses  in  the  hope  that  thereby  there  might  ultimately  be  developed  a  profit- 
able traffic.  In  the  absence  of  proofs  showing  the  circumstances  under  and  the 
results  with  which  these  lower  rates  were  established  and  maintained,  no 
court  has  the  right  to  prcs\mie  and  hold  that  they  were  profitable. 

"In  the  second  place,  even  if  we  should  assume  that  these  rates  when  established 
in  1907  were  compensatory,  in  my  opinion  the  presumption  did  not  follow  that 
this  condition  and  result  would  indefinitely  continue." 

The  court  concludes  that  this  erroneous  presumption  of  the  Commission  affecting 
the  entire  proceeding  and  final  determination  of  the  case  is  sufficient  to  lead  to  a 
reversal  of  the  Commission's  order.  The  court,  however,  offers  as  a  further 
suggestion  the  opinion 

"That  the  Commission  seems  to  have  been  influenced  by  what  it  deemed  to  be 
the  wiser  policy  for  the  management  of  respondent's  road,  rather  than  to  have 
confined  itself  to  the  consideration  of  the  sole  ciuestion  whether  the  rates 
charged  by  the  respondent  were  unreasonable  or  not.  There  is  no  express 
finding  that  the  new  rates  were  unreasonable;  there  is  a  long  discussion  of  the 
benefits  which  the  Commission  thought  would  result  to  the  respondent  from 
adopting  a  policy  of  low  commutation  rates.  In  this  course  it  took  into  account 
considerations  which  were  really  not  before  it.  The  ciuestion  what  general 
policy  should  be  adopted  by  the  respondent  in  developing  suburban  trade  was 
one  to  be  decided  by  it,  and  not  by  the  state.  The  methods  and  rates  which 
it  would  apply  to  the  development  of  any  policy  were  subjects  for  regulation, 
but  the  question  whether  the  welfare  of  the  road  would  be  best  subserved  by 
one  policy  or  another  was  a  subject  to  be  decided  by  the  officers  and  stock- 
holders of  the  corporation.  It  seems  to  me  the  Commission  was  more  or  less 
influenced  by  this  consideration  which  was  irrelevant." 

200 — Public  Service  Regulation    Law  and  Practice. 

State  ex  rel.  C.\ster  v.  K.\nsas  Postal  Telegraph  Company.  De- 
cision of  the  Supreme  Court  of  Kansas.  July  10,  1915.  150  Pacific 
544. 

The  defendant  company  abandoned  its  telegraph  station  at  Syracuse  with- 
out asking  or  receiving  the  permission  of  the  Public  Utilities  Commission. 
The  State  of  Kansas,  through  one  of  its  authorized  officers,  asks  for  a  writ  of  man- 
damus directing  the  company  to  maintain  its  station  and  restore  its  service  in 
Syracuse.  The  Company  contends  that  the  service  in  question  is  furnished  at  a 
loss  and  for  that  reason  can  be  abandoned  without  permission.  The  Court  points 
out  the  important  powers  and  duties  of  the  Commission  over  rates  and  service 
and  asks: 

"How  is  the  Public  Utilities  Commission  to  discharge  its  important  duties  if 
the  public  service  companies  may  quit  business  here,  there,  or  anywhere  in  the 
state  without  an  opportunity  for  the  Commission  to  determine  the  pro])riety  of 
such  a  course?     . 

"To  yield  approval  to  the  contention  of  the  defendant  is  to  concede  that  the 
state's  program  for  the  regulation  and  control  of  public  service  corporations 
is  ineffective;   that  the  public  utilities  act  has  been  enacted  in  vain." 
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The  court  holds  that  the  company  should  have  placed  the  facts  of  its  operation 
before  the  Commission  and  applied  for  permission  to  abandon  its  station. 

"It  would  then  be  the  duty  of  the  Commission  to  verify  the  facts  by  proper 
investigation;  and  if  the  alleged  facts  were  true,  and  no  other  lawful  interest 
was  materially  affected,  the  Commission  would  be  bound  to  grant  the  applica- 
tion. If  the  Commission  failed  to  do  so,  the  courts  are  open,  and  mandamus 
or  other  appropriate  remedy  would  speedily  redress  the  telegraph  company's 
situation.     .     .     . 

226— Service. 

"It  should  be  borne  in  mind  that  a  public  service  corporation  may,  in  a  proper 
case,  be  required  to  establish  and  maintain  reasonable  facilities  for  the  effective 
discharge  of  its  self-assumed  duties,  even  if  the  revenues  derived  therefrom 
will  not  always  reimburse  the  corporation  for  the  expenses  incurred.  Atlantic 
Coast  Line  v.  N.  Car.  Corp.  Com'n,  206  U.  S.  1,  27  Sup.  Ct.  585,  51  L.  Ed.  933, 
11  Ann.  Cas.  398." 

The  court  makes  the  following  comment  upon  Commission  regulation  of  public 
utilities  in  general. 

"We  recognize  that  officers  of  public  service  corporations  have  viewed  with 
great  misgiving  the  extension  of  governmental  power  over  their  business  which 
has  come  about  in  recent  years.  But  this  extension  of  governmental  power, 
this  public  supervision  by  state  and  interstate  commissions  has  probably  come 
to  stay.  Public  service  companies  will  have  to  reorder  their  affairs  accord- 
ingly. These  official  commissions  have  entered  a  new  field  of  governmental 
activity.  With  time  and  experience  they  will  take  a  broad  and  rational  view 
of  their  duties  and  responsibilities.  In  time  the  public  service  companies  will 
learn  to  trust  these  commissions  as  fully  as  they  do  the  courts.  Indeed,  these 
commissions  are  equipped  for  the  expeditious  dispatch  of  business  in  a  manner 
which  will  be  of  great  service  to  the  public  utility  companies,  and  will  supply 
a  field  which  courts  never  were  designed  to  fill.  San  Diego  Land  and  Town 
Co.  V.  Jasper,  189  U.  S.  439,  23  Sup.  Ct.  571,  47  L.  Ed.,  892,  Minnesota  Rate 
Cases,  230  U.  S.  352,  33  Sup.  Ct.  729,  57  L.  Ed.  1511." 

224— Rates. 

Metzger  v.  New  York  State  Railways.  Decision  of  the  New 
York  Supreme  Court,  Appellate  Division,  Fourth  Department.  June 
9,  19L5.     1.^4  N.  Y.  Supp.  789. 

The  interurban  electric  railway  company  filed  with  the  Commission  a  schedule 
providing  for  an  extra  charge  of  10  cents  where  the  {jassengor  had  not  purchased 
a  ticket.  The  plaintiff  refused  to  pay  the  extra  charge  and  was  ejected  from 
respondent's  car.  He  brought  action  for  assault  on  the  gromid  that  the  regulation 
requiring  excess  fare  was  unreasonable  and  that  he  was  justified  in  refusing  to 
pay  it.  The  Court  dismissed  the  complaint,  holding  that  the  attack,  being  in 
the  rule  itself  and  not  on  the  manner  of  its  enforcement,  the  court  is  without  juris- 
diction, the  initial  determination  of  the  reasonableness  of  the  rate  l)eing  for  the 
Public  Service  Commission.  The  decision  of  the  United  States  Sujjreme  Court 
in  Pennsylvania  Railroad  C'ompany  v.  Puritan  Coal  Mining  Company,  237  U.  S. 
121,  35  Sup.  Ct.  484,  is  cited,  and  the  court  says: 

"The  effect  of  the  holding  by  the  United  States  Sui)reme  Court  is  to  accord 
to  the  filing  of  the  tariff  an  effect  consonant  with  an  actual  determination  of 
reasonableness  by  the  Commission.  Such  a  conclusion  is,  to  my  mind,  to  l)o 
justified  only  upon  the  argument  that  the  carrier  is  to  be  restrictcMl  only  within 
th(!  confines  of  the  statute,  and  that  l)y  the  filing  of  the  tariff  sucli  carrier  has 
complied  with  the  full  statutory  requirement,  so  that  t  he  tariff  charged  becomes 
presumably  reasonable,  and  that  such  presumption  obtains  until  the  Commis- 
sion has  otherwise  determined  in  a  proceeding  to  that  end." 
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RATES 
OMAHA,  NEBRASKA 

720— Rate  Schedules. 

Omaha  Electric  Light  and  Power  Company,  Omaha,  Nebraska 
(Pop.  124,096).  Schedules  of  Rates  for  Electric  Light  and  Power, 
Effective  August  10,  1915. 

The  Omaha  Electric  Light  and  Power  Company  has  reduced  its  rates 
for  electric  service,  effective  August  10,  1915.  The  maximum  rate 
for  residence  lighting  was  reduced  from  12  cents  per  kilowatt-hour 
for  the  first  30  hours'  use  per  month  of  active  connected  load  with 
5  per  cent  discount  for  prompt  payment,  to  8  cents  net  per  kilowatt- 
hour  for  the  first  25  kilowatt-hours  consumed  per  month.  The  retail 
power  rate  has  been  changed  from  8  cents  net  per  kilowatt-hour  for 
the  first  200  kilowatt-hours  consumed  per  month  to  7  cents  net  per 
kilowatt-hour  for  the  first  50  kilowatt-hours  consumed  per  month. 

The  Company's  present  rates  are  as  follows: 

GENERAL  LIGHTING  RATE. 

Applying  to  service  in  the  city  of  Omaha  for  all  lighting  and  for  small  motors 
up  to  1  horsepower,  and  for  small  domestic  appliances. 

Rate. 

8  cents  net  per  kilowatt-hour  for  the  first      25  kilowatt-hours  consumed  per 

month. 

6  cents  net  per  kilowatt-hoiu'  for  the  next    125  kilowatt-hours  consumed  per 

month. 

5  cents  net  per  kilowatt-hour  for  the  next  1050  kilowatt-hours  consumed  per 

month. 

4  cents  net  per  kilowatt-hour  for  the  next  2800  kilowatt-hours  consumed  per 

month. 

3  cents  net  per  kilowatt-hour  for  the  next  3000  kilowatt-hours  consumed  per 

month. 

2.5  cents  net  per  kilowatt-hour  for  all  excess  consumed  per  month. 

Prompt  Payment  Discount. 

The  first  5000  kilowatt-hours  sold  imder  the  above  schedule  of  rates  will  be 
billed  at  one-half  cent  higher  per  kilowatt-hour  than  the  rates  shown,  but 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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this  additional  one-half  cent  per  kilowatt-hour  will  not  be  collected  if  the 
bill  is  paid  within  ten  days  from  date. 

Minimum  Charge. 

50  cents  per  month  per  service  connection. 

Terms  and  Conditions. 

See  General  Terms  and  Conditions. 

SUBURBAN  LIGHTING  RATE. 

Applies  outside  the  city  limits  of  Omaha  for  all  lighting  and  for  small  motors. 

Rate. 

9  cents  net  per  kilowatt-hour  for  the  first  25  kilowatt-hours  consumed  per 
month. 

6  cents  net  per  kilowatt-hour  for  the  next  125  kilowatt-hours  consiuned  per 
month. 

5  cents  net  per  kilowatt-hour  for  the  next  1050  kilowatt-hours  consumed  per 
month. 

4  cents  net  per  kilowatt-hour  for  the  next  2800  kilowatt-hours  consumed  per 

month. 

3  cents  net  per  kilowatt-hour  for  the  next  3000  kilowatt-hours  consumed  per 

month. 

2.5  cents  net  per  kilowatt-hour  for  all  excess  consumed  per  month. 

Prompt  Payment  Discount. 

The  first  5000  kilowatt-hours  sold  under  the  above  schedule  of  rates  will  be 
billed  at  one-half  cent  higher  per  kilowatt-hour  than  the  rates  shovra,  but 
this  additional  one-half  cent  per  kilow^att-hour  will  not  be  collected  if  the 
bill  is  paid  within  ten  days  from  date. 

Minimum  Charge. 

50  cents  per  month  per  service  connection. 

Terms  and  Conditions. 

See  General  Terms  and  Conditions. 

ALTERNATING  CURRENT  RETAIL  POWER  RATE. 

For  motors  larger  than  1  horsepower. 

Rate. 

7  cents  net  per  kilowatt-hour  for  the  first  50  kilowatt-hours  consumed  per 
month. 

6  cents  net  per  kilowatt-hour  for  the  next  50  kilowatt-hours  consumed  per 
month. 

5.5  cents  net  per  kilowatt-hour  for  the  next  100  kilowatt  hours  consumed  per 

month. 

5  cents  net  per  kilowatt-hour  for  the  next     100  kilowatt-hours  consumed  per 

month. 

4.5  cents  net  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per 

month. 

4  cents  net  i)er  kilowatt-hour  for  llie  next    300  kilowatt-hours  consumed  per 

month. 

3  cents  net  per  kilowatt-hour  for  the  next    500  kilowatt-hours  consumed  per 

month. 

2.5  cents  net  per  kilowatt-hour  for  the  next  2800  kilowatt-hours  consumed  per 

month. 

2  cents  net  per  kilowatt-hour  for  the  next  GOOO  kilowatt-hours  consumed  per 

month. 

1.5  cents  net  jmm-  kilowatt-hour  for  all  excess  consumed  per  month. 
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Prompt  Payment  Discount. 

The  first  5000  kilowatt-hours  sold  under  the  above  schedule  of  rates  will  be 
billed  at  one-half  cent  higher  per  kilowatt-hour  than  the  rates  shown,  but 
this  additional  one-half  cent  per  kilowatt-hour  will  not  be  collected  if  the 
bill  is  paid  within  ten  days  from  date. 

Minimum  Charge. 

For  each  service  connection: 

$0.50  per  horsepower  or  fraction  thereof,  per  month  for  the  first  20  horsepower 

installed. 

$0.25  per  horsepower  or  fraction  thereof,  per  month  for  the  excess. 

Terms  and  Conditions. 

See  General  Terms  and  Conditions. 

DIRECT  CURRENT  RETAIL  POWER  RATE. 

For  motor  installations  of  5  or  more  horsepower. 

Rate. 

7.7  cents  net  per  kilowatt-hour  for  the  first      50  kilowatt-hours  consumed  per 

month. 

6.6  cents  net  per  kilowatt-hour  for  the  next      50  kilowatt-hours  consumed  per 

month. 

6  cents  net  per  kilowatt-hour  for  the  next     100  kilowatt-hours  consumed  per 

month. 

5.5  cents  net  per  kilowatt-hour  for  the  next    100  kilowatt-hours  consumed  per 

month. 

5  cents  net  per  kilowatt-hour  for  the  next    100  kilowatt-hours  consumed  per 

month. 

4.4  cents  net  per  kilowatt-hour  for  the  next    300  kilowatt-hours  consumed  per 

month. 

3.3  cents  net  per  kilowatt-hour  for  the  next    500  kilowatt-hours  consumed  per 

month. 

2.75  cents  net  per  kilowatt-hour  for  the  next  2800  kilowatt-hours  consumed  per 

month. 

2.2  cents  net  per  kilowatt-hour  for  the  next  6000  kilowatt-hours  consumed  per 

month. 

1.65  cents  net  per  kilowatt-hour  for  all  excess  consumed  per  month. 

Prompt  Payment  Discount. 

The  first  5000  kilowatt-hours  sold  under  the  above  schedule  of  rates  will  be 
billed  at  one-half  cent  higher  per  kilowatt-hour  than  the  rates  shown,  but 
this  additional  one-half  cent  per  kilowatt-hour  will  not  be  collected  if  the 
bill  is  paid  within  ten  days  from  date. 

Minimum  Charge. 

For  each  service  connection: 

$0.50  per  horsepower  or  fraction  thereof,  per  month  for  the  first  20  horsepower 

installed. 

$0.25  per  horsepower  or  fraction  thereof,  per  month  for  the  excess. 

Terms  and  Conditions. 

See  General  Terms  and  Conditions. 

WHOLESALE  POWER  RATE. 

For  the  larger  industries  where  the  total  connected  capacity  of  apparatus  exceeds 
100  horsepower. 

Current  for  lighting  will  be  supplied  imder  this  rate  provided  the  connected  load 
does  not  exceed  20%  of  the  total  load  and  the  Company  is  not  called  upon  to  supply 
lighting  transformers. 
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Rate. 

Demand  Charge. 

A  primary  charge  based  upon  the  horsepower  capacity  (manufacturer's  rating) 
of  the  motors  or  other  translating  or  limiting  devices  (including  illuminating 
devices)  installed  by  the  consumer,  with  the  approval  of  the  Company,  will 
be  made  as  follows: 

$1.00  per  month  per  horsepower  for  the  first  2.50  horsepower  installed. 
.80  per  month  per  horse  power  for  the  next  250  horsepower  installed. 
.60  per  month  per  horsepower  for  the  next  250  horsepower  installed. 
.50  per  month  per  horsepower  for  the  excess  over  750  horsepower  installed, 

plus  an 

Energy  Charge  of 

1|  cents  per  kilowatt-hour  for  the  first  10,000  kilowatt-hours  consumed  per 

month. 

1  cent  per  kilowatt-hour  for  the  next   15,000  kilowatt-hours  consumed  per 

month. 

f  cents  per  kilowatt-hour  for  all  excess  consumed  per  month. 

Prompt  Payment  Discount. 

The  first  5000  kilowatt-hours  will  be  billed  at  one-half  cent  higher  per  kilowatt- 
hour  than  the  above  rates,  but  this  additional  one-half  cent  per  kilowatt-hour 
will  not  be  collected  if  the  bill  is  paid  within  ten  days  from  date. 

Minimum  Charge. 

The  primary  charge. 

Terms  and  Conditions. 

Customers  who  guarantee  a  primary  charge  of  at  least  $250.00  per  month, 
may,  by  installing  transformers,  or  other  current  limitmg  devices,  approved 
by  the  Company,  contract  imder  this  rate  for  current  with  a  primary  charge 
based  on  the  capacity  of  the  transformers  or  current  limiting  device  installed. 

See  also  General  Terms  and  Conditions. 

GENERAL  TERMS  AND  CONDITIONS. 

In  the  absence  of  satisfactory  credit  information,  a  cash  deposit  will  be  reciuired 
of  double  the  amount  of  the  average  monthly  bill  or  the  estimated  monthly 
bill,  but  in  no  case  will  the  deposit  required  be  less  than  $5.00. 

All  meters  will  be  tested  periodically  by  the  Company. 

Additional  tests  will  be  made  at  the  request  of  the  customer  with  the  under- 
standing tliat  if  the  meter  tested  is  foimd  to  be  within  four  jjor  cent  of  ac(!urate 
the  cost  of  test  will  be  borne  by  the  customer.  If  the  test  develops  that  the 
meter  is  in  error  in  excess  of  four  per  cent,  the  cost  of  the  test  will  be  borne 
by  the  Company. 

The  Company  reserves  the  right  to  discontinue  service  and  remove  its  meters 
if  bills  are  not  paid  within  thirty  days  after  date  thereof. 

If  service  has  been  discontinued  because  of  non-payment  of  bill,  it  will  not  be 
restored  until  a  new  application  has  been  filed  and  a  payment  of  one  dollar 
has  been  made. 

MISCELLANEOUS  APPLICATION  OF  POWER  RATES, 

Throw-Over  Service. 

When  service  is  desired  for  emergency  or  relief  use  in  connection  with  the  operation 
of  an  isolated  plant,  the  power  rates  for  Alternating  ('urrent  Retail  Power  and 
Wholesale  Power,  may  be  used,  provided  a  contract  for  at  least  one  year  is  entered 
into  and  a  minimum  monthly  revenue  of  $1.00  per  horsepower,  connected,  is 
guaranteed. 
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If  full  service  is  not  desired,  the  maximum  amount  to  be  taken  must  be  limited 
by  a  circuit  breaker,  or  fuses,  to  be  placed  and  maintained  by  the  Company  and 
the  capacity  thus-fixed  shall  determine  the  minimum  bill. 

Cooking — Heating. 

The  Retail  Alternating  Current  Power  Rate  will  be  used  when  service  of  this 
character  is  desired,  provided  the  installed  connected  capacity  is  in  excess  of 
4  horsepower. 

Charging — Electric  Vehicle  Batteries. 

The  Retail  Alternating  Current  Power  Rate  will  be  used  for  installations  of  this 
character. 

OfiE-Peak  Service. 

A  discount  of  25^^  from  power  rates  will  be  allowed  consumers  guaranteeing  a 
net  monthly  minimum  bill  of  fifty  dollars  ($50.00)  per  meter,  and  to  use  no  power 
during  the  time  of  the  electric  Company  Peak  Load,  under  the  following  con- 
ditions: 

1st.     No  current  to  be  used  from  5  p.  m.  to  9  p.  m.,  during  the  months  of 
November,  December,  January  and  February. 

2nd.     The  service  to  be  controlled  by  time  switch,  placed  and  maintained  by 
the  Company,  for  which  a  charge  of  $1.50  per  month  will  be  made. 


COMMISSION  DECISIONS 

NEW  JERSEY 

510 — Forms  of  Rates. 

Rockland  Electric  Company,  Application  for  Authority  to  Put  in 
Effect  a  New  Schedule  of  Rates.  Decision  of  the  New  Jersey 
Board  of  Public  Utility  Commissioners,  Granting  the  Application. 
June  14,  1915. 

The  Company  asked  for  authority  to  put  in  effect  a  rate  of  13  cents 
per  kilowatt-hour,  with  a  discount  of  1  cent  per  kilowatt-hour  for 
payment  within  15  days  from  date  of  bill,  subject  to  a  minimum  charge 
of  $1.00  per  month. 

A  former  schedule  which  was  put  in  effect  by  this  company,  or  its 
predecessors,  provided  for  a  rate  of  20  cents  per  kilowatt-hour  with 
discounts  of  40,  45  and  50%,  depending  upon  the  quantity  used.  If 
bills  were  not  paid  by  a  certain  date,  the  customer  d'ul  not  get  the 
benefit  of  the  discount. 

"In  looking  into  the  matter,  it  appeared  to  the  Board  that  the  con- 
fusion of  prompt  payment  and  quantity  discounts  was  improper, 
and  a  recommendation  was  made  to  the  company  to  adopt  and  put 
into  effect  a  schedule  of  rates  which  would  eliminate  the  confusion 
referred  to." 

The  rates  then  put  in  effect  were  as  follows:  "20  cents  per  kilowatt- 
hour  for  the  first  hour's  use  of  the  connected  load ;    10  cents  per  kilowatt- 
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hour  for  the  second  hour's  use  of  the  connected  load;   and  5  cents  per 

kilowatt-hour  for  all  excess  use,"  with  a  10  per  cent  discount  for  prompt 

payment. 

In  regard  to  this  schedule,  the  Commission  says: 

"Under  the  schedule  now  in  effect  and  which  is  based  on  the  con- 
nected load,  the  natural  tendency  of  many  customers  is  to  equip 
their  houses  with  the  smallest  number  of  lights  possible.  The 
result  of  this  is  to  detract  from  the  convenience  of  the  small  user  and 
prevent  what  in  many  cases  would  be  a  desirable  use  of  the  lighting 
service  afforded  by  the  company.  The  new  schedule,  not  being 
based  on  the  connected  load,  appears  to  adhere  more  closely  to  public 
policy,  in  that  it  tends  to  the  encouragement  of  reasonable  and  con- 
venient use  of  the  company's  service  by  the  small  users,  who  usualh' 
form  a  majority  of  the  subscribers  to  the  service  of  a  public  utility." 

The  application  of  the  company  to  put  in  effect  the  new  rates  was 
granted. 

INTERSTATE  COMMERCE  COMMISSION 

300— Investment  and  Return. 

1915  Western  Rate  Advance  Case,  Investigation  of  Rate  Increases  in 
Western  Classification  Territory.  Decision  of  the  Interstate  Com- 
merce Commission,  Allowing  Certain  Increases.     July  30,  1915. 

Unlike  the  course  pursued  by  the  carriers  in  the  Five  Per  Cent  Case, 
31 1.  C.  C.  351,  (5  Rate  Research  307),  the  respondents  did  not  ask  for 
a  horizontal  increase  in  all  their  rates  but  they  proposed  to  increase 
rates  on  certain  commodities,  the  present  rates  for  which,  they  alleged, 
are  unreasonably  low. 

The  order  issued  in  accordance  with  the  majority  opinion  allowed  few 
of  the  proposed  increases  to  go  into  effect.  Dissenting  opinions  were 
filed  by  Commissioners  Daniels  and  Harlan. 

A  large  part  of  the  decision  deals  with  the  evidence  pertaining  to  the 
individual  rates  and  is  not  of  general  interest. 

310 — Valuation. 

In  the  majority  opinion  the  method  of  procedure  followed  in  the  in- 
vestigation is  outlined  as  follows : 

"Inasmuch  as  the  work  of  railroad  valuation  by  the  Commission  has 
not  as  yet  sufficiently  advanced  to  afford  dc^fhiite  knowledge  of  the 
true  value  of  the  railroad  properties  involved  in  this  proceeding,  we 
are  confronted  at  the  outset  with  the  proljlem  of  finding  an  appro- 
priate method,  if  such  there  be,  which  might  aid  in  determining  the 
reasonal)len(^ss  and  propriety  of  the  proposed  increased  rates.  It  is 
hardly  necessary  to  say  that  the  duty  of  determining  the  justice  and 
reasonableness  of  rates  devolved  by  law  upon  the  Commission  prior 
to  the  authorization  by  Congress  of  the  work  of  valuation,  and  that 
the  Commission  has  been  obliged  to  determine  this  issue  without 
having  available  for  its  use  authoritative  Naluations  of  the  carriers' 
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property.  In  approaching  this  problem  we  shall  first  study  vari- 
ations in  the  operating  ratio  for  recent  years.  We  shall  next  analyze 
the  investments  of  carriers  since  1907  and  the  concomitant  variations 
in  the  revenue  returns.  Our  accounting  rules  have  been  in  force 
since  that  date,  and  the  statements  of  additions  and  betterments  to 
property  and  the  contemporaneous  revenue  returns  are  believed  to  be 
substantially  accurate.  We  shall  thereafter  analyze  the  variations  in 
the  carriers'  revenue  as  compared  with  the  book  cost  of  their  property, 
a  procedure  hitherto  employed,  but  always  with  acknowledgment 
of  the  unverified  character  of  the  book  cost  in  1907  and  the  infirmity 
which  its  inclusion  in  subsequent  figures  of  book  cost  entails.  Next 
in  order  will  come  an  analysis  of  such  evidence  as  is  of  record  with 
reference  to  valuations  made  by  state  commissions,  by  the  carriers 
themselves  in  some  instances,  and  l^y  engineers  who  have  testified 
in  this  case.  Finally  before  undertaking  the  study  of  increases 
proposed  on  individual  commodities,  we  shall  scrutinize  the  evidence 
bearing  upon  the  financial  experience  of  the  carriers  as  regards  their 
returns  and  their  credit."     .     .     . 

350 — Total  Revenue,  Expense,  Income. 

A  study  of  the  operating  ratio  shows  that,  for  every  dollar  in  revenue 
received,  the  amount  remaining  in  the  carrier's  hands  after  charging 
operating  expenses,  taxes  and  rentals,  is,  for  the  26  roads,  approximately 
20.5  cents  in  1914  as  against  31.3  cents  in  1901.  Changes  in  accounting 
practice,  increase  in  cost  of  material  and  labor  and  other  factors  which 
may  have  contributed  to  this  change  are  discussed,  and  the  Commission 
says  in  conclusion: 

"The  increase  in  the  operating  ratio  has  been  a  real  and  not  an 
apparent  increase,  and  is  due  mainly  to  augmented  operating  costs 
properly  charged. 

"There  remains  to  be  mentioned  the  possibility  that  particular 
carriers  by  reason  of  financial  mismanagement  reflected  in  their  oper- 
ating methods  have  been  uneconomical  and  wasteful  in  expenditure, 
and  have  thus  unnecessarily  increased  their  operating  ratios.  It  does 
not  appear  that  any  uniform  relationship  can  be  traced  between  the 
present  level  of  the  operating  ratios  of  carriers  whose  financial 
administration  has  been  culpable  and  of  the  remaining  carriers. 
Similarly,  instances  of  notable  increases  in  the  operating  ratio  do  not 
seem  to  be  confined  to  roads  such  as  the  Rock  Island  or  the  Frisco. 
The  negative  conclusion  reached  in  this  connection  is  but  con- 
firmatory of  the  fact  that  the  general  increase  in  the  operating  ratio 
is  traceable  to  deep-seated  underlying  causes  which  have  affected 
carriers  generally  through  increased  operating  costs. 

"It  may  be  urged  that  the  financial  experience  of  carriers  in  this 
period  has  been  that  of  industry  generally;  and  unquestionably  it  is 
true  that  they  often  encounter  and  should  be  expected  to  encounter 
the  same  ups  and  downs  of  financial  fortune  as  affect  industry  at 
large.  A  complete  comparison  of  the  relative  prosperity  of  the 
carriers  as  against  industries  in  general  is  not  possible  from  data  of 
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record.  But  there  is  force  in  the  consideration  that  public  service 
industries  are  under  some  disabilities  from  which  private  industries 
are  exempt.  The  former  may  not  discontinue  operation  even  though 
net  earnings  decline  or  vanish;  nor  may  they  meet  rising  costs  with 
as  free  a  hand  as  other  industries  which  advance  their  prices  without 
the  possibility  of  governmental  restraint.  Transportation,  moreo^•er, 
unlike  many  branches  of  manufacture  or  commerce,  is  a  quasi  public 
function,  indispensable  to  industry  generally.  So  long  as  the  service 
is  intrusted  to  corporate  administration  and  the  funds  supplied  by 
private  investors,  revenues  sufficient  to  afford  a  return  which  will 
adequately  remunerate  the  investment  and  secure  the  facilities 
required  by  the  community  have  a  justification  which  does  not 
equally  attach  to  every  branch  of  private  undertaking. 

340 — Rate  of  Return. 

"The  rates  at  present  under  consideration  may  be  gauged  in  a 
measure  by  comparing  recent  additions  to  the  carriers'  road  and 
equipment  with  the  concomitant  changes  in  their  net  operating 
income.  The  only  continuing  inducement  to  invest  additional 
capital  in  any  line  of  industry  is  the  prospect  of  net  returns.  If 
experience  discloses  that  the  return  expected  is  small,  the  incentive 
to  further  investment  will  correspondingly  decrease.  If  experience 
demonstrates  that  increased  investment  fails,  over  a  term  of  years, 
to  yield  an  increased  return,  the  inference  is  either  that  the  investment 
was  ill  judged  and  not  calculated  to  serve  the  public,  or  that  the 
price  of  the  service  has  not  been  sufficient  to  allow  an  adequate 
return."     .     .     . 

Data  is  tabulated  and  plotted  showing  the  ratio  of  return  for  the  period 

beginning  with  1901. 

These  calculations  show  a  decreasing  rate  of  return  and  the  Commission 

says: 

"Whatever  infirmity  attaches  to  the  ratio  of  return  indicated  by  these 
tables  which  are  based  upon  book  cost  containing  a  large  unverified 
element,  the  trend  which  the  exhibits  indicate  is  significant.'' 

The  distribution  of  a  dollar  of  revenue  as  between  labor  and  investors 
for  the  same  period  is  shown  in  this  connection,  and  it  appears  that  the 
investor's  share,  to  cover  interests,  rents,  dividends  and  surplus,  per 
dollar  of  revenue  has  been  decreasing. 
341 — Bond  Interest. 

The  Connnission  reviewed  the  financial  evidence  submitted  regarding 
the  rate  of  interest  the  carriers  are  required  to  pay  on  borrowed  money 
and  the  return  on  money  invested  in  their  securities. 

"The  progressive  increase  in  the  ruling  rate  of  interest  since  1900  has 
been  demonstrated  beyond  question,  and  we  do  not  deem  it  material 
to  go  behind  the  fact  into  the  causes  which  have  operated  to  bring 
about  this  increase.  Railroads  in  common  with  industries  generally 
have  had  to  pay  a  rate  of  interest  higher  in  1914  than  in  1907, 
and  generally  higher  in  1907  than  in  1900.     .     .     . 
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"We  are  of  the  opinion  that  raih'oad  credit  as  evidenced  by  interest 
on  their  loans  has  not  been  relatively  more  impaired  than  credit 
generally,  public  or  corporate. 

"The  rise  in  the  rate  of  interest  results  from  influences  that  also 
produce  a  rise  in  the  general  level  of  prices.  The  same  necessity 
that  requires  the  carriers  to  pay  a  higher  rate  of  interest  on  capital 
borrowed  compels  them  to  pay  also  high  prices  for  certain  articles. 
This  double  disability  rests,  it  is  true,  upon  other  industrial  enter- 
prises, although  as  we  have  previously  indicated,  the  ordinary 
industrial  concern  may  advance  the  prices  upon  its  own  output,  and 
thus  in  a  way  offset  the  disability  of  rising  costs  with  less  delay  and 
hindrance  than  can  a  public  service  industry.     .     .     . 

"Upon  the  basis  of  estal)lished  fact  that  the  credit  of  the  carriers  in 
this  case  as  measured  by  the  rate  of  interest  paid  on  capital  borrowed 
has  not  suffered  an  impairment  which  has  not  equally  extended  to 
industries  generally,  two  questions  arise  that  require  careful  analysis. 
First,  is  not  the  relative  maintenance  of  the  carriers'  credit  evidence 
of  the  adequac)'  of  their  returns  from  operation?  Second,  is  not  the 
carriers'  credit  sufficient  to  enlist  the  requisite  supplies  of  new 
capital  in  the  transportation  business?     .     .     . 

"As  to  the  first  question  it  may  be  said  that  the  interest  on  bonds 
alone  is  only  indirectly  a  criterion  of  the  adequacy  of  operating 
returns,  inasmuch  as  the  bonds  may  remain  but  slightly  affected  in 
price  so  long  as  the  net  income  of  the  carrier  easily  covers  the  bond 
interest.  The  situation  is  not  unlike  that  of  a  mortgage  on  realty 
where  the  value  of  the  mortgage  may  remain  wholly  unaffected  by 
a  progressive  shrinkage  in  the  ^alue  of  the  property  mortgaged,  so 
long  as  there  exists  a  clear  margin,  even  though  a  decreasing  margin 
in  the  value  of  the  equity  over  and  above  the  mortgage  indebtedness. 

"As  to  the  second  question,  whether  the  carriers'  credit,  being  no  more 
depressed  relatively  than  the  credit  of  industry  generally,  will  not 
suffice  to  attract  into  the  business  of  transportation  adequate 
supplies  of  future  capital,  attention  is  called  to  the  varying  proportion 
of  railroad  stocks  and  bonds." 

A  table  is  introduced  at  this  point  w^hich  shows  that,  in  the  case  of  the 
carriers  here  involved,  the  proportion  of  bonds  has  risen  since  1901  from 
53.7  per  cent  of  the  total  capitalization  to  62.3  per  cent  in  1914;  and  how 
simultaneously  the  proportion  of  stock  has  fallen  from  46.3  per  cent  to 
37.7  per  cent. 

"The  bonds  include  also  short-term  notes  to  which  in  recent  years 
carriers  have  shown  an  increasing  tendency  to  resort.  From  the 
trend  here  indicated  it  seems  plain  that  the  carriers  obtain  new 
capital  by  borrowing  rather  than  by  sale  of  stock.  From  the  stand- 
point of  the  investing  public  the  trend  seemingly  indicates  a  pro- 
gressive insistence  on  investing  only  when  specific  security  for  the 
loan  is  obtainable.  This  tendency  is  evidence  per  se  that  the  anticipat- 
ed net  income  available  for  dividends  is  appraised  by  investors  as  not 
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as  attractive  as  formerly.  It  is  also  manifest  that  with  the  growing 
percentage  of  their  property  mortgaged  the  carriers  must  eventually 
confront  an  increasing  difficulty  in  borrowing  with  a  smaller  margin 
of  security."     .     .     . 

"From  the  financial  evidence  we  find  that  the  credit  of  these  carriers 
as  a  whole  has  not  suffered  an  impairment  not  common  to  com- 
parable industrial  enterprises;  that  in  common  with  other  borrowers, 
corporate  and  governmental,  these  carriers  are  required  to  pay  on  the 
average  a  higher  percentage  than  heretofore  for  the  use  of  capital; 
that  these  carriers  in  common  with  comparable  industries  generally 
are  paying  higher  prices  for  materials  and  higher  wages  for  most 
kinds  of  labor;  that  these  carriers  in  meeting  increased  cost  with 
increased  prices  for  service  are  subject  to  certain  disabilities  not 
similarly  encountered  by  many  other  industries;  that  the  relatively 
equal  depression  of  the  carriers'  credit  with  credit  generally  is  not 
evidence  of  the  adequacy  or  inadequacy  of  their  present  net  revenues; 
that  their  net  corporate  income  can  not  be  accepted  as  a  measure  of 
the  adequacy  or  inadequacy  of  present  rates;  and  that  the  increasing 
percentage  of  bonds  to  their  total  capital  obligations  indicates  a  grow- 
ing disinclination  to  invest  in  their  stocks  and  a  growing  unwilling- 
ness to  accept  the  prospect  of  dividends  as  a  sufficient  incentive 
to  assume  the  risks  of  railroad  proprietorship. 

"From  the  preceding  study  of  the  trend  of  the  operating  ratio  of  the 
carrier  here  before  us  we  have  found  that  the  relative  profitableness 
of  their  business,  taking  the  roads  as  a  whole,  has  declined  since  1911, 
and  that  the  main  cause  effecting  this  result  has  been  an  increase  in 
expendituresnot  offset  by  an  increase  in  receipts."     .     .     . 

129.1 — Discrimination. 

In  the  majority  opinion,  in  connection  with  the  fixing  of  rates  on  live 
stocks,  attention  is  called  to  the  fact  that  state  rates  are  generally  far 
below  interstate  rates,  and  that  an  increase  in  interstate  rates  will  widen 
the  gulf  between  the  two  sets  of  rates  and  correspondingly  increase  the 
burden  on  interstate  traffic,  and  proportionately  lift  a  burden  off  the 
state  traffic.  Reference  is  made  to  the  Shreveport  case.  Railroad 
Commission  of  Louisiana  v.  St.  L.  S.  W.  Ry.  Co.  23  I.  C.  C..31,  and 
Merchants  Exchange  of  St.  Louis,  Mo.  v.  Baltimore  &  Ohio  Railroad 
Company  et  al.,  34  I.  C.  C.  341,  in  which  the  relation  between  state  and 
interstate  rates  was  at  issue. 

Commissioner  Daniels  says: 

"What  the  majority  proposes  to  do  is  to  deny  increases  in  interstate 
rates  because  lower  intrastate  rates  have  not  been  increased  and  that 
in  a  case  in  which  it  is  shown  that  applications  for  increases  in 
certain  state  rates  are  pending.  It  is  to  be  assumed  that  state 
tribunals  will  do  their  duty,  and  that  if  state  rates  are  too  low,  they 
will  permit  them  to  be  increased.  Should  these  state  tribunals  fail 
to  act,  then  in  a  formal  complaint  where  the  issue  is  directly  pre- 
sented and  where  the  states  may,  if  they  choose,  be  heard,  this 
Commission  has  the  authority  and  duty  to  require  the  removal  of  any 
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undue  discrimination  ag;ainst-  interstate  commerce  that  may  be  shown, 
and  in  doing  so  the  Commission  is  not  bound  to  reduce  interstate 
rates  'below  what  it  may  deem  to  be  a  proper  standard  fair  to  the 
carrier  and  to  the  pubUc'  ".  Houston  &  Texas  Rv.  Co.  v.  United 
States,  234  U.  S.  342,  355. 

300 — Investment  and  Return. 

The  dissenting  opinion  of  Commissioner  Daniels  expresses  the  behef 
that  "the  carriers  have  in  general  sustained  the  burden  of  proof 
cast  upon  them  bj'^  the  statute  and  are  of  right  entitled  to  increases  in 
rates  productive  of  revenue  far  in  excess  of  what  they  are  accorded  by 
this  decision.     The  majority  opinion  is  discussed  as  follows: 

"While  it  is  nowhere  explicitly  stated  in  the  majority  report,  I  am 
unable  to  escape  the  conviction  that  the  reluctance  to  find  that  in- 
creased rates  have  been  more  generally  justified  is  largely  rooted  in 
an  unwillingness  to  find  that  the  revenues  of  the  carriers  as  a  whole 
are  smaller  than  is  demanded  in  the  public  interest,  and  also  in  the 
belief  that  the  financial  exigencies  of  many  of  the  carriers  are  trace- 
able to  financial  maladministration,  and  that  if  due  economy  and 
integrity  had  been  uniformly  observed  the  difficulty  over  the  attested 
decline  in  revenues  would  have  been  readily  surmounted. 
"Among  the  particular  carriers  involved  in  this  proceeding  the  Rock 
Island  and  the  Frisco  have  recently  attained  unenviable  notoriety 
by  reason  of  financial  mismanagement  and  other  roads  parties 
hereto,  such  as  the  Alton,  have  in  the  past  been  wrecked  or  plundered. 
There  can  be  no  question  of  these  facts.  There  can  be  nothing  said 
in  extenuation  or  mitigation  of  them.  And  it  has  therefore  resulted 
that  a  widespread  disbelief  exists  in  the  general  integrity  of  railroad 
management,  and  that  a  skeptical  attitude  has  been  assumed  by 
many  toward  the  plea  advanced  that  railroad  earnings  are  inade- 
quate and  that  increased  rates  are  warranted. 

"It  would,  nevertheless  appear  that,  while  the  severest  condemnation 
of  these  practices  should  suffer  no  particle  of  abatement,  the  time  had 
at  last  come  to  take  a  discriminating  view  of  the  effect  of  refusing 
rate  increases  otherwise  just  and  reasonable  because  of  a  widespread 
resentment  at  evils  perpetrated  in  the  past  b\^  dishonest  or  designing 
railroad  officers  or  their  allied  financiers.  Such  a  policy  visits  in 
a  large  measure  the  same  penalty  upon  the  proprietors  of  a  railway 
conducted  with  integrity  and  honesty  as  upon  the  luckless  share- 
holders of  a  looted  road.  In  either  case  those  who  suffer  from  its 
effects  are  not  those  who  have  profited  by  the  wrongs  perpetrated  in 
the  past.  It  is  therefore  suggested  that  the  appropriate  remedy  is 
the  prosecution  and  punishment  of  the  individual  offenders,  not  the 
continued  withholding  of  adequate  rates  to  the  carriers  as  a  whole. 
In  bank  management  this  distinction  has  in  large  measure  been 
recognized.  The  bank  official  who  misapplies  or  misappropriates 
funds  can  do  so  only  under  the  shadow  of  the  penitentiary.  But 
because  there  have  been  numerous  instances  of  banking  defalcations, 
no  one  would  seriously  suggest  that  banks  generally  should  be  pre- 
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vented  by  law  from  raising  the  rate  of  discount  in  case  competitive 
conditions  warrant.  Similarly  in  considering  propositions  involving 
more  or  less  general  increases  of  rates,  the  questions  should  be  judged 
in  the  light  of  the  evidence  of  the  adequacy  or  inadequacy  of  the 
carriers'  revenues  as  a  whole,  and  in  the  light  of  the  reasonableness 
or  unreasonableness  of  the  particular  rates  proposed,  and  neither 
prejudged  nor  complicated  by  considerations  of  individual  instances 
of  corporate  mismanagement." 

The  majority  opinion  is  compared  with  the  opinion  in  the  Five  Per  Cent 
Case  and  inconsistencies  and  shifting  of  fundamental  principles  are 
pointed  out.     In  conclusion,  he  says: 

"I  am  individually  of  opinion  that  our  duty  in  the  present  case  re- 
quires us  in  frankness  to  make  a  finding  upon  the  general  issue  of  the 
alleged  inadequacy  of  the  revenues  of  the  carriers  collectively.  The 
carriers,  the  protestants,  and  the  country  are  entitled  to  know  the 
conclusion  of  the  Commission  upon  this  point,  and  not  to  be  left 
with  a  confusing  mass  of  detailed  evidence  and  isolated  conclusions 
upon  single  matters  involved  therein.  ...  In  the  present  case 
the  general  issue  is  simply  not  met,  and  in  passing  upon  particular 
rates  proposed  to  be  increased  a  novel  doctrine  is  for  the  first  time 
invoked  to  disallow  increased  rates  save  where  the  specific  evidence 
relating  thereto  makes  a  refusal  manifestly  impossible.  The  failure 
to  follow  established  premises  to  their  legitimate  conclusion  only 
beclouds  the  principles  upon  which  the  Commission  may  be  expected 
to  act  in  future  and  leaves  nothing  certain  but  uncertainty. 

"In  the  matter  of  rate  regulation  and  fixation  we  have  reached  a 
point  where  one  of  two  courses  ought  deliberately  to  be  chosen  and 
clearly  announced.  If,  despite  increased  costs  not  offset  by  increased 
revenue,  increases  in  rates  are  to  be  denied,  except  where  in  individual 
instances  gross  injustice  would  be  occasioned  by  their  denial,  the 
carriers  ought  to  be  apprised  of  this  policy,  so  that  they  may  set 
their  house  in  order,  if  they  can,  against  such  a  situation.  If,  on 
the  other  hand,  we  are  to  acknowledge  in  general,  what  we  are  per- 
force compelled  to  admit  in  detail,  just  and  reasonable  increased 
rates  should  be  permitted  not  grudgingly  but  with  such  fair  measure 
of  allowance  as  will  indicate  that  the  transportation  industry  is  en- 
titled in  the  interest  of  the  public  to  earnings  sufficient  to  provide  a 
service  commensurate  with  public  needs." 

Commissioner  Harlan,  in  his  dissenting  opinion,  expresses  himself  as 
in  accord  with  the  opinion  of  Commissioner  Daniels.     He  says: 

"Several  throughts  are  suggested  by  t\w  immense  record  before  us 
in  this  proceeding:  (a)  Too  much  time  and  lal)or  are  expended  in 
these  recurring  rate  contests,  and  some  way  should  be  found  under 
legislative  authority  for  arriving  at  results,  more  promptly  than  is 
now  possible  under  our  present  powers  and  practices,  (b)  The 
Commission  should  have  authority,  as  we  ha\e  often  pointed  out, 
to  fix  the  minimum  as  well  as  the  maximum  rate.  The  sincere 
efforts  of  carriers  toward  a  fair  and  non-discriminatory  rate  adjust- 
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ment  often  fail  because  of  the  necessitj^  of  submitting  to  the  rates 
and  practices  initiated  by  weaker  and  more  circuitous  lines  in  their 
pursuit  of  traffic,  (c)  The  time  is  rapidly  approaching  when  the 
public  interest  will  demand  a  more  effective  control  by  the  Com- 
mission over  rates  initiated  or  compelled  by  state  authorities.  With 
respect  to  a  great  volume  of  traffic  interstate  commerce  is  now  bearing 
a  burden  under  rates  admittedly  reasonable  that  should  be  spread 
over  state  commerce  as  well,  (d)  A  uniform  classification  upon  a 
normal  basis,  appUcable  throughout  the  entire  country,  and  with  it 
a  normal  rate  structure  in  some  such  form  as  was  prescribed  in  the 
Express  Case,  24  I.  C.  C.  380,  having  sufficient  elasticity  to  allow 
for  varying  operating  costs,  density  of  traffic,  circuitous  routes,  com- 
petitive and  other  conditions  under  which  transportation  is  conducted 
in  different  parts  of  the  country,  may  be  possible  of  attainment,  and 
I  am  satified  that  some  effort  looking  to  that  end  should  be  made." 

REFERENCES 

INVESTMENT  AND  RETURN 

310— Valuation. 

Symposium  on  "Inventories  and  Appraisals  of  Properties."  Papers 
to  be  Presented  at  the  Panama-Pacific  Convention  of  the  A.  I.  E.  E., 
San  Francisco,  California,  September  16,  1915.  Proceedings  of  the  A. 
I.  E.  E.,  September,  1915.     p.  2131. 

The  session  of  the  Panama-Pacific  Convention  of  the  American  Institute  of  Elec- 
trical Engineers  is  devoted  to  the  subject  of  inventories  and  appraisals  of  proper- 
ties. In  this  number  of  the  Proceedings  three  papers  are  given  which  will  be 
presented  at  the  convention.  A  paper  by  Mr.  C.  L.  Cory  discusses  the  chief 
factors  that  must  be  taken  into  account  in  making  an  inventory  and  appraisal  of 
an  electric  lighting  and  power  property  in  order  to  arrive  at  the  investment,  the 
original  cost,  the  cost  of  reproduction  new,  the  reproduction  cost  and  present 
value.  A  paper  by  Mr.  W.  G.  Vincent,  Jr.,  discusses  the  procedure  that  is  neces- 
sary to  obtain  reliable  inventories  and  reasonable  appraisals  of  proi^crties  that 
can  be  defended  l^oth  from  the  standpoint  of  the  public  and  the  companies,  and  the 
best  way  for  companies  to  keep  up  to  date  inventories  and  appraisals.  The  de- 
termination of  the  item  of  working  capital  in  a  valuation  for  rate-making  purposes 
is  discussed  by  Mr.  William  J.  Norton.  The  main  items  to  be  considered  in  a 
careful  and  accurate  determination  of  working  capital  are  divided  as  follows: 
service  received  by  the  customer  in  advance  of  his  payment  therefor;  the  demand 
of  the  customer  for  merchandise  and  miscellaneous  supplies,  and  his  receipt  of  the 
same  before  payment.  The  demand  of  the  customer  for  uninterrupted  service 
which  requires  a  reserve  supply  of  fuel,  and  the  general  cash  balance  required  by 
the  utility  irrespective  of  the  customer's  direct  responsibility. 

MUNICIPALITIES 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Municipal  Regulation  of  Public  Utilities,  by  John  H.  Roemer. 
The  Gas  Age,  September  1,  1915,  p.  198. 

This  paper,  which  was  presented  at  the  Public  Policy  [Meeting  of  the  X.  E.  L.  A., 
was  abstracted  in  7  R.\te  Rese.\rch  189. 
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830— Public  Ownership. 

Municipal  Electric  Light  Operations  in  Cleveland,   by  H.   W. 

Wilson.     July  1,  1915.     Pamphlet,  31  pages. 

A  study  of  the  history  of  municipal  operation  of  public  utilities  in  Cleveland  is 
presented,  showing  the  mismanagement  of  public  funds,  which  has  been  concealed 
by  incorrect  and  incomplete  accomits,  and  the  misrepresentations,  circulated  by 
the  citj^'s  officials,  as  to  the  success  of  these  undertakings.     The  present  invest- 
ment in  the  electric  light  undertaking  is  estimated  at  nearly  $3,470,000.     The 
record  properly  begins  with  the  three  abandoned  plants  whose  property  and   bus- 
iness has  been  taken  over  by  the  new  plant.    A  summary  of  the  facts  regarding  the 
three  earlier  plants  states  that  these  plants,  while  serving  only  such  contiguous 
territory  as  could  be  served  advantageously  and  with  a  complete  monopoly  in 
most  of  the  territory,  have  cost  the  taxpayers  of  Cleveland  over  a  half-million 
of  dollars.     While  all  the  taxpayers  must  stand  the  losses  incurred,  only  a  small 
percentage  of  the  people  received  any  service  and  those  who  did  paid  approxi- 
mately the  same  rates  as  were  charged  by  private  companies.     The  plants  have 
not  paid  taxes  or  interest.     Their  bonds  or  city  bonds  issued  to  redeem  the  original 
bonds  are  still  outstanding,  and  for  the  retirement  of  at  least  a  part  of  these  bonds 
taxes  must  be  paid  by  all  the  people  for  many  years  after  their  generating  stations 
have  gone  out  of  business.     The  promise  of  large  profits  and  official  reports  of 
successful  operation  are  contrasted  with  the  actual  results  obtained  both  in  con- 
nection with  the  earlier  imdertakings  and  the  new  plant.     For  the  new  plant  a 
public  debt  has  been  created  of  $2,700,000,  $700,000  of  which  was  created  without 
the  consent  of  the  people.     The  interest  and  sinking  fimd  requirements  for  all 
outstanding  electric  light  bonds  are  met  by  direct  tax,  and  the  report  points  out 
that  although  twenty  years  is  generally  conceded  to  be  a  liberal  estimate  of  the 
life  of  electrical  machinery  and  equipment,  the  life  of  these  electric  light  bonds 
ranges  from  twenty-five  to' thirty-five  years,  $2,000,000  being  for  the  longer  period. 
Thus  interest  must  be  paid  and  sinking  fund  set  aside,  long  after  the  plant  equip- 
ment has  outlived  its  usefulness  and  been  sent  to  the  scrap  pile.     This  is  a  dis- 
crimination against  the  taxpayers  in  favor  of  those  using  mimicipal  electric  ser- 
vice.    It  is  also  shown  that  the  water  users  contribute  to  the  support  of  the  electric 
light  service  and  the  municipal  heating  service.     Monies  have  been  withdrawn 
from  the  water  fund  to  be  used  in  the  electric  and  heating  plants.     The  city  has 
a  monopoly  of  the  water  business  and  rates  for  water  service  have  never  been  re- 
duced.    These  and  other  facts  are  set  forth  supported  by  data,  the  original  or 
official  source  of  which  is  given. 

COURT  DECISION  REFERENCES 

224^Rehearing  and  Appeal. 

City  of  Passaic  and  City  of  Paterson  v.  Board  of  Public  Utility 
Commissioners.  Decision  of  the  Court  of  Errors  and  Appeals  of 
New  Jersey.     June  21,  1915.     95  Atlantic  127. 

The  decision  of  the  Court  of  Errors  and  Appeals,  affirming  the  order  of  the  Com- 
mission and  the  judgment  of  the  Supreme  Court  of  New  Jersey  in  the  90-ccnt  gas 
case,  was  entered  upon  the  appeal  of  the  Public  Service  Gas  Company  (7  R.\tb 
Research  296).  The  appeals  entered  by  the  cities  of  Passaic  and  Paterson  alleging 
that  the  rate  sliould  be  further  reduced  were  still  ]>efore  the  Court.  The  Supreme 
Court  dismissed  the  writ  of  certiorari  sued  out  l>y  the  cities  and  refused  to  consider 
the  case  on  the  merits,  taking  the  view  that  the  only  form  of  action  was  mandamus, 
and  that  even  that  remedy  was  inapplicable.  (87  Atlantic  651)  [3  Rate  Research 
394].  The  Court  of  Errors  and  Appeals  on  the  former  hearing  assented  to  that 
view  but  upon  further  consideration  finds  that  it  was  a  mistaken  one.  The  Court 
holds  that  the  cities  were  entitled  to  a  (letcrniinatiou  of  their  case  on  the  merits. 
The  Court,  however,  treats  the  fiiuHngs  of  tl)e  Sui)reme  Court  for  the  determina- 
tion of  the  gas  company's  case  as  its  findings  in  the  case  of  the  cities,  and  again 
affirms  the  judgment  of  that  Court  upholding  the  order  of  the  Commission  as 
reasonable. 
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RATES 

MILWAUKEE,  WISCONSIN 

720— Rate  Schedules 

The  Milwaukee  Electric  Railway  and  Light  Company,  Reduction 
in  Residence  Rate  for  Electric  Service,  Effective  October  15,  1915. 

The  Milwaukee  Electric  Railway  and  Light  Company  has  made  a 
reduction  in  rates  for  residence  lighting  under  its  schedule  based  on 
consumption  per  active  room.  The  change  is  made  effective  as  of 
October  15. 

The  former  rate  provided  a  primary  charge  of  11  cents  gross  per  kilo- 
watt hour,  a  secondary  charge  of  5  cents  gross  per  kilowatt  hour  and  4  cents 
for  the  excess.  The  primary  charge  is  left  unchanged,  but  the  secondary 
charge  of  5  cents  is  applied  to  all  energy  in  excess  of  that  paid  for  at 
the  primary  rate  up  to  a  consumption  of  7  kilowatt  hours  per  active 
room,  instead  of  up  to  a  total  of  100  kilowatt  hours,  and  the  excess 
rate  is  reduced  from  4  to  2  cents  per  kilowatt  hour. 

The  Company  also  announces  that  with  the  increase  in  the  number  of 
customers  further  reductions  in  residence  rates  will  be  made  as  a 
means  of  sharing  with  its  customers  the  economies  achieved  through 
increased  patronage.  The  new  rates  and  the  arrangement  for  further 
reductions  are  as  follows: 


RESIDENCE  LIGHTING  RATE 

Rate. 

11  cents  per  kilowatt  hour  for 

(1)  The  first  4  kilowatt  hours  consumed  per  month  for  each  of  the  first 
four  active  rooms. 

(2)  The  first  2^  kilowatt  hours  consumed  per  month  for  each  of  the  active 
rooms  in  addition  to  the  first  four. 

5  cents  per  kilowatt  hour  for  all  energy  in  excess  of  that  paid  for  at  the  primary- 
rate  up  to  a  total  of  7  kilowatt  hours  per  active  room  consumed  during  the  month. 

2  cents  per  kilowatt  hour  for  all  excess  consumed  per  month. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Active  Room  Basis. 

All  rooms  except  the  following  shall  be  computed  as  active:     3  bedrooms, 
bathroom,  basement,  garret,  closets  and  back  porch. 

Prompt  Payment  Discount. 

On  bills  paid  within  ten  days  of  date  of  bill,  a  discount  of  5%  of  the  first  $25.00 
of  all  bills  and  1%  on  amounts  in  excess  of  $25.00  will  be  given. 

Minim.um  Charge. 

50  cents  per  month  per  meter. 

Lamp  Renewals. 

All  rates  include  free  renewal  of  carbon  lamps  and  of  Mazda  lamps  of  40  watt 
or  larger,  with  liberal  renewal  allowances  on  small  Mazda  lamps. 

FURTHER  REDUCTIONS. 

The  present  customers  in  Milwaukee  and  immediate  suburbs  number 
32,276.  When  the  number  of  customers  in  the  same  territory  reaches 
40,000,  the  primary  rate  to  residence  customers  will  be  reduced  to  10 
cents  gross  or  9.5  cents  net  per  kilowatt  hour. 

When  the  number  of  customers  in  the  same  territory  reaches  50,000 
the  primary  rate  to  residence  customers  will  be  reduced  to  9  cents 
gross  or  8.55  cents  net  per  kilowatt  hour. 


COMMISSION  DECISIONS 
CALIFORNIA 

400— Rate  Theory 

San  Jose  Water  Company,  Application  For  An  Increase  in  Water 
Rates.  Decision  of  the  California  Railroad  Commission,  Fixing 
Rates.     August  2,  1915. 

The  town  of  Los  Gatos,  served  by  the  applicant,  objected  to  the  pro- 
posed increase  in  municipal  rates  on  the  grounds  that  it  is  unable  to 
pay  an  increased  rate.  Commissioner  Loveland,  writing  the  opinion, 
states  that  he  is  not  convinced  that  a  community  with  the  standing  and 
prosperity  of  this  one  is  unable  to  meet  any  and  all  of  its  legitimate  bills. 

He,  however,  discusses  the  contention  as  follows: 

"That  rates  are  directly  affected  by  the  ability  of  the  rate  payer  to 
meet  them  is  patent  to  everyone.  On  this  point  I  desire  to  refer  to 
the  words  of  President  Max  Thclen,  in  his  opinion  preceding  this 
Commission's  decision  in  Case  No.  597,  W.  J.  Rogers  and  Central 
Pacific  Land  and  Lumber  Co77ipany  vs.  Sacramento  Valley  West  Side 
Canal  Company  and  William  F.  Fowler,  receiver  of  the  pr()i')erty  of 
Sacramento  Valley  AVest  Side  Canal  Company,  and  Case  No.  G73, 
Sacramento  Valley  Realty  Company  et  al  vs.  Sacramento  Valley  West 
Side  Canal  Company  and  William  F.  Fowler,  receiver  of  the  property 
of  Sacramento  Vallev  West  Side  Canal  Company,  decided  June  14, 
1915. 
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''  'Another  element  which  must  be  taken  into  account  in  establish- 
ing the  rates  in  this  case  is  the  ability  of  the  consumer  to  pay.  It  is 
a  well-established  principle  of  public  utility  regulation  that  what- 
ever rates  might  be  secured  from  the  application  of  the  usual  prin- 
ciples of  valuation,  a  public  utility  can  in  no  event  charge  a  rate 
which  is  beyond  the  reasonable  ability  of  its  consumers  to  pay. 
The  rates  must  be  reasonable  to  the  utility,  but  they  must,  in  any 
event,  be  reasonable  to  the  public' 

"Also  quoting  in  authority  therefor  the  opinion  of  Justice  Harlan, 
in  Covington  <S:  L.  Turnpike  Road  Co.  vs.  Sanford,  164  U.  S.  578: 
"  'The  public  cannot  properly  be  subjected  to  unreasonable  rates 
in  order  simply  that  stockholders  may  earn  dividends.' 

"And  again: 

"  'If  a  corporation  can  not  maintain  such  a  highway  and  earn 
dividends  for  stockholders,  it  is  a  misfortune  for  it  and  them  which 
the  constitution  does  not  require  to  be  remedied  by  imposing  un- 
just burdens  upon  the  public' 

"And  in  case  of  Smythe  vs.  Ames,  169  U.  S.  464: 

"  'What  the  company  is  entitled  to  ask  is  a  fair  return  upon  the 
value  of  that  which  it  employs  for  the  public  convenience.  On  the 
other  hand  what  the  public  is  entitled  to  demand  is  that  no  more 
be  exacted  from  it  for  the  use  of  a  public  highway  than  the  services 
rendered  by  it  are  reasonably  worth.' 

"The  conclusions  reached  by  Commissioner  Thelen  seem  to  me  not 
only  to  be  sound  law,  but  good  common  sense.  However,  the 
ability  or  inability  of  the  consumer  to  pay  is  most  elusive  and  dif- 
ficult of  determination,  and  in  my  opinion  should  not  be  invoked  in 
the  determination  of  a  utility's  rates,  unless  the  evidence  sustain- 
ing it  clearly  indicates  the  fact." 

410 — Cost  of  Service. 

Applicant's  report  for  the  year  1914  on  file  with  the  Commission  shows 
that  its  business  as  a  whole  is  in  a  prosperous  condition,  although 
testimony  was  submitted  by  the  applicant  to  show  that  its  Los  Gatos 
territory  is  at  present  unprofitable.     The  opinion  states: 

"Obviously,  rates  are  not  based  on  the  cost  of  service  to  each  in- 
dividual consumer,  or  group  of  consumers,  but  are  based  rather 
upon  the  cost  of  ser^•ing  all  consumers,  and  while  it  is  admitted 
that  applicant's  business,  when  considered  as  a  whole,  can  not  be 
conducted  at  a  loss,  it  does  not  necessarily  follow  that  investments 
to  serve  any  consumer,  or  group  of  consumers,  will  or  should  show 
the  same  percentage  of  profit." 

450 — Value  of  Service  Theory. 

Of  the  rates  charged  the  town  of  Los  Gatos,  it  is  in  those  for  fire  hydrant 
service  that  the  greatest  increase  was  proposed.  Considerable  testi- 
mony was  given  as  to  the  quality  and  adequacy  of  the  fire  hydrant 
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service  as  compared  with  the  same  class  of  service  in  San  Jose.  Reason- 
able rates  for  the  fire  hydrant  service  in  San  Jose  were  fixed  by  the 
Commission  in  a  former  order. 

The  decision  says: 

"It  is  a  well-established  principal  that  rates  to  be  charged  must  in 
no  event  be  higher  than  the  service  is  reasonably  worth,  and  it 
necessarily  follows  that  the  quality  of  this  service,  as  distinguished 
from  its  cost,  is  a  determining  factor  in  these  rates.  ...  I  am 
led  to  believe,  after  a  careful  study  of  the  evidence,  that  the  applica- 
tion of  the  San  Jose  hydrant  rates  to  the  town  of  Los  Gatos  will 
result  in  a  rate  higher  than  the  service  is  reasonably  worth  to  the 
public. 

"In  the  ultimate  conclusion,  however,  it  is  not  possible  to  fix  the 
exact  relative  difference  in  the  quality  of  this  service  as  rendered  in 
the  two  communities,  or  a  rate  based  upon  any  such  difference; 
neither  can  I  bring  myself  to  believe  that  applicant  seriously  con- 
tends that  its  fire  hydrant  service  in  San  Jose  is  not  superior  to 
that  in  Los  Gatos.  For  these  reasons,  and  for  others  which  will 
hereinafter  appear,  necessity  of  discussing  this  question  in  detail  is 
not  evident,  though  I  do  desire  to  call  attention  to  a  conclusion,  which, 
based  upon  even  a  general  understanding  of  the  distinction  between 
the  districts  served,  seems  logical.  That  the  extent  and  value  of 
the  property  protected  per  hydrant  is  greater,  and  that  applicant's 
mains,  pumping  equipment  and  other  facilities  for  rendering  fire 
service  are  larger  and  more  efficient  in  a  city  of  the  size  and  charac- 
ter of  San  Jose  than  in  a  residence  town  so  situated  as  Los  Gatos  is 
not  only  a  reasonable  conclusion,  but  one  which  seems  fully  verified 
by  the  evidence  in  both  this  and  the  former  case." 

300 — Investment  and  Retxirn 

After  reaching  the  above  conclusions  regarding  the  special  contentions 
in  this  case,  the  opinion  turns  to  the  questions  directly  involved  in  the 
application  of  the  "fundamental  rules  governing  courts  and  conunissions 
in  the  fixing  of  public  utility  rates." 

"The  general  principals  involved  seem  so  well  established  that  it  is 
unnecessary  to  repeat  them.  The  authorities  are  practically  in 
agreement  that  just  and  reasonable  rates  are  fundamentallj'  leased 
upon  the  gross-amount  which  will  pay  proper  operating  expenses 
and  giver  a  fair  return,  together  with  loss  by  depreciation  thereon, 
on  the  fair  value  of  the  property  used  and  useful  for  the  i)ublic 
service." 

311.1— Original  Cost. 

"I  have  referred  to  the  fundamental  principles  involved  for  the 
reason  that  it  has  been  impossible  for  me  to  obtain  from  the  evi- 
dence complete  information  on  a  number  of  elements,  as  outlined 
by  the  authorities,  to  be  considered  in  the  determination  of  fair 
value.     That  no  complete  or  accurate  records  of  either  original 
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cost,  or  actual  investment  for  this  particular  property  exists,  is 
stated  by  our  engineers  and  admitted  by  applicant.  In  the  con- 
clusions as  to  these  factors  l-eached  by  both  applicant's  and  this 
Commission's  engineers,  I  am  convinced  an  honest  attempt  has 
been  made  to  arrive  at  the  correct  result  and  I  believe  the  diver- 
gence in  these  results  as  shown  by  evidence  is  but  the  logical  out- 
come of  a  situation  where  no  exact  records  can  be  found.  While  I 
shall  give  due  weight  to  the  conclusions  reached  by  both  sets  of 
engineers  on  these  questions,  I  am  inclined  to  think  that  on  the 
facts  of  this  case  the  reproduction  cost  method  is  perhaps  the  best 
guide  obtainable  under  the  circumstances." 

311.2 — Reproduction  Cost  New. 

After  a  brief  review  of  the  data  submitted  by  the  engineers  of  the  Com- 
mission and  the  Company  as  to  the  reproduction  cost  new  and  the 
probable  return  under  the  proposed  increases  in  rates,  the  opinion 
continues: 

"While  a  study  of  all  these  figures,  heretofore  given  as  portions  of 
the  fundamental  rules  indicates  that  in  any  case  the  proposed  rates 
will  not  give  an  adequate  return  on  the  depreciated  reproduction 
cost,  such  depreciated  reproduction  cost  is  only  one  element  of 
fair  value  and  must  conform  to  and  meet  the  peculiar  circumstances 
existing  in  each  particular  case.  Under  the  discussion  of  the  ob- 
jections raised  by  the  town  of  Los  Gatos,  I  have  already  indicated 
the  particular  circumstances  affecting  this  case  and  the  weight  that 
should  be  given  thereto,  and  am  of  the  opinion  that  substantial 
justice  will  be  done  if  this  application  is  granted  with  the  exception 
of  the  rates  proposed  for  fire  hydrant  service,  which  rates  I  am  of 
the  opinion  should  not  be  fixed  beyond  the  reasonable  value  of  the 
service  rendered  simply  in  order  that  dividends  should  be  earned." 

CALIFORNIA 

580 — Terms  and  Conditions. 

Investigation  of  the  Practice  of  Water,  Gas,  Electric  and 
Telephone  Utilities  Requiring  Deposits  Before  Rendering 
Service.  Decision  of  the  California  Railroad  Commission,  Fixing 
General  Rules  and  Regulations.     August  12,  1915. 

The  Railroad  Commission  instituted  a  proceeding  on  its  own  motion, 
for  the  purpose  of  investigating  the  rules,  regulations  and  practices 
of  water,  gas,  electric  and  telephone  utilities,  in  connection  with 
charges  and  practices  of  various  kinds,  as  conditions  precedent  to 
service.  It  is  hoped  that  the  establishment  of  general  rules  will  secure 
greater  uniformity  in  practice,  will  eliminate  unreasonable  and  dis- 
criminatory requirements,  and  in  that  way  remove  the  cause  of  many 
formal  and  informal  complaints.  The  rules  prescribed  by  the  Com- 
mission govern  the  matter  of  deposits,  contracts,  and  guarantees  for 
service,  service  connections  and  exten.sions. 
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The  same  rules  apply  to  water,  gas,  electric  and  telephone  utilities, 
with  the  exception  of  a  rule  for  telephone  utilities  regarding  the 
sending  of  telegrams  and  long  distance  telephone  messages  on  credit, 
as  a  matter  of  convenience  to  its  patrons. 

139.9— Deposits. 

In  regard  to  the  right  of  a  utility  to  a  guarantee  to  insure  payment 

for  ''metered  service,"  the  Commission  says: 

"The  courts  have  uniformly  held,  that  a  utility  has  the  right  to 
take  reasonable  protective  measures,  to  insure  payment  for  service 
to  be  delivered  in  the  future." 

A  review  is  given  of  the  leading  decisions  on  this  point,  affecting  water, 
gas,  electric  and  telephone  utilities,  and  the  Commission  continues: 

The  conditions  of  the  tradesman  is  entirely  different  from  that  of 
the  utility.  The  tradesman  sells  only  to  whom  he  pleases.  If  he 
does  not  like  a  person  or  believes  that  his  credit  is  not  good,  he 
is  free  to  demand  cash  on  delivery,  or  to  refuse  to  sell  at  all.  The 
utility,  on  the  other  hand,  is  obliged  to  supply  its  service  to  all 
who  demand  it,  within  the  area  to  which  the  utility's  obligations 
extend.  As  the  law  now  stands,  a  baker  mav  refuse  to  sell 
bread,  but  a  water  utility  may  not  refuse  to  sell  water  to  any 
one  who  complies  with  its  reasonable  regulations.  Water, 
gas,  electric  and  telephone  service  have  come  to  be  regarded  largely 
as  public  necessities,  and  they  may  not  be  denied  even  to  the 
impecunious  or  to  the  financially  irresponsible  members  of  the 
public.  Hence,  unless  some  measure  of  protection  is  accorded 
the  utility,  it  will  find  itself  in  the  position  of  having  delivered, 
under  compulsion,  service  for  which  it  receives  no  pay.  Such  a 
condition  not  merely  decreases  the  ability  of  the  utility  to  perform 
effectively  its  duties  to  the  public,  but  also  affects  injuriously  those 
consumers  who  pay  their  bills  and  who,  in  the  last  analysis,  will 
have  their  rates  increased  by  the  failure  of  other  consumers  to  pay 
their  bills." 

The  rule  adopted  must,  howe\-er,  be  reasonable  and  not  discriminatory. 
"A  rule  requiring  each  consumer  to  make  and  maintain  a  deposit, 
large  enough  to  insure  at  all  times  the  payment  of  all  his  bills, 
would  enable  the  utility  to  make  100  per  cent  collections,  but  such 
rule  would  be  unjst,  because  it  would  subject  the  greater  body  of 
the  consumers  to  burdens  far  greater  than  are  reasonably  necessary. 

•  As  was  said  bv  the  Supreme  Court  of  Iowa,  in  Cedar  Rapids  Gas- 
light Company  \s.  City  of  Cedar  Rapids,  120  N.  W.  960,  971: 

"The  company  may  not  base  a  rule  on  the  theory  that  tiie  people, 
as  a  whole  are  dishonest,  but  it  has  the  right  to  adopt  a  rule  which, 
while  giving  the  honest  citizen  what  he  pays  for,  will  prevent  the 
dishonest  from  getting  that  which  he  will  never  p;i>-  for. 

"The  only  feasible  method  which  occurs  to  me  to  minimize  the 
possibihty  of  discrimination  by  the  utility  is  to  place  the  initiative 
on  the  consumer,  and  not  on  the  utility.     The  utility  is  entitled 
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to  be  reasonably  safeguarded  and  to  this  end  to  have  the  consumer's 
credit  established  before  service  is  delivered.  This  credit  may  be 
established  by  the  consumer  in  one  of  several  methods.  If  he  owns 
the  property,  that  fact  alone  should  prima  facie  establish  his 
credit.  If  he  does  not  own  the  property,  he  can  establish  his  credit 
by  make  a  uniform  deposit  to  be  established  for  such  cases.  If  he 
does  not  own  the  property  and  does  not  desire  to  make  the  deposit 
he  can  establish  his  credit  by  presenting  a  guaranty  for  the  payment 
of  his  bills,  signed  by  a  guarantor  satisfactory  to  the  utility.  If  he 
has  paid  all  his  bills  to  the  utility  promptly  during  the  twelve  months 
prior  to  the  effective  date  of  the  order  herein,  his  credit  will  also  be 
deemed  established.  If  the  applicant  is  thus  permitted  to  take 
the  initiative,  and  to  establish  his  credit,  as  herein  suggested,  the 
cases  in  which  a  deposit  will  be  presented,  will  be  reduced  to  a 
minimum,  while  the  utility  and  the  consumers  who  pay  their  bills, 
will  secure  the  maximum  protection  to  which  they  are  reasonably 
entitled."      .      .      . 

In  regard  to  the  amount  of  the  deposit  the  Commission  says: 

"Where  service  is  metered  or  measured  and  is  billed  for  monthly, 
the  bill  usually  reaches  the  consumer  within  ten  days  after  the 
meter  is  read.  Another  ten  days  or  more  is  usually  allowed  for 
collection,  after  which  time  various  practices  are  followed  with 
reference  to  discontinuance  of  service.  Generally  the  consumer 
has  received  service  at  least  two  months  before  his  service  is  dis- 
continued. A  reasonable  cash  deposit  for  the  consumers  within 
any  given  class  under  a  system  of  monthly  bills  would  thus  appear 
•  to  be  twice  the  estimated  average  monthly  bill  of  the  consumers, 
within  that  class. 

"It  is  not  feasible  to  estimate  the  average  monthly  bill  for  each 
individual  consumer.  This  is  a  case  in  which  the  law  of  averages 
must  govern.  All  consumers  offering  deposits  within  the  same 
class  should  pay  the  same  deposit.  The  utility  should  have  the 
right  to  make  such  classifications  of  consumers  as  may  be  necessary 
to  prevent  small  consumers  from  bearing  the  burdens  in  this  respect, 
of  large  consumers.  The  rule  herein  suggested  will  eliminate  the 
exercise  of  indi\'idual  discretion  on  the  part  of  the  utility's  employees, 
and  will  minimize  complaints  of  discrimination. 

"The  consumers  of  domestic  or  residence  metered  service  of  water, 
gas,  electric  and  telephone  utilities  who  establish  their  credit  by 
furnishing  deposits  will  generally  not  be  the  larger  consumers.  To 
establish  the  amount  of  a  deposit  l)y  taking  the  average  consumption 
of  all  domestic  or  residence  consumers  would  obviously  be  unfair 
for  the  reason  that  such  average  would  be  considerably  in  excess  of 
the  average  bills  of  the  consumers  who  present  deposits.  Bearing  in 
mind  the  actual  consumjition  of  the  consumers  who  will  ])resent 
deposits,  I  find  that  the  deposit  for  domestic  or  residence  monthly 
service  of  water,  gas,  electric  and  telephone  utilities  should  not  exceed 
$2.50. 
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"In  case  of  certain  larger  consumptions,  the  utility  may  desire  to 
establish  a  schedule  of  more  frequent  collections,  and  to  demand  a 
deposit  which  will  be  reasonable  under  the  circumstances,  not 
exceeding  the  average  bill  for  twice  the  period  for  which  collections 
are  made." 

The  rule  fixing  the  amount  of  the  deposit,  reads  as  follows: 

"Rule  2.  If  an  applicant  for  metered  or  measured  service  makes 
a  cash  deposit  to  insure  payment  for  service  to  be  delivered,  the 
amount  of  the  deposit  shall  be  such  as  may  be  specified  in  the  utility's 
rules,  but  in  no  event  in  excess  of  twice  the  average  periodic  bill  of 
consumers  of  his  class;  provided,  that  the  deposit  for  domestic  or 
residence  monthly  service  of  water,  gas,  electric  and  telephone 
utilities  shall  not  exceed  S2.50." 

Other  rules  regarding  the  guarantee  deposit  are  as  follows: 

"Rule  3.  If  a  consumer  who  has  initially  established  his  credit  by 
showing  that  he  is  the  owner  of  the  premises,  or  by  supplying  a 
guarantor  satisfactory  to  the  utility,  or  by  paying  all  his  bills  to 
the  utility  promptly  during  the  twelve  months  prior  to  the  effective 
date  of  the  order  herein,  later  fails  to  pay  his  bills,  the  utihty  may 
demand  as  guaranty  for  the  payment  of  future  bills,  a  cash  deposit 
in  the  amount  provided  by  Rule  2;  provided  that  service  may  not 
be  discontinued  for  failure  to  make  such  deposit  until  the  time 
specified  in  Rule  5  herein  after  notice  of  intention  to  discontinue 
service  unless  such  demand  is  complied  with." 

"Rule  4.  If  a  consumer  who  has  made  a  cash  deposit  fails  to  pay 
a  bill  for  metered  service,  the  utility  may  apply  the  deposit  in  so 
far  as  necessary  to  liquidate  the  bill  and  may  require  that  the 
deposit  be  restored  to  its  original  amount;  provided  that  ser\'ice  may 
not  be  discontinued  until  the  deposit  has  been  fully  absorbed,  and 
in  no  event  until  the  expiration  of  the  respective  periods  of  time 
after  notice  of  intention  so  to  do,  as  specified  in  Rule  5    herein." 

The  rule  fixing  the  minimum  notice  which  must  be  given  before  the 
utility  may  discontinue  metered  service,  reads  as  follows: 

"Rule  5.  A  water,  gas,  electric  or  telephone  utility  may  not,  for 
failure  to  make  a  deposit,  discontinue  a  metered  service  for  which 
bills  are  normally  made  out  monthly,  until  the  expiration  of  at 
least  fifteen  calendar  days  after  written  notice  of  intention  so  to  do; 
nor  where  the  bills  are  normally  made  out  weekly  until  the  expiration 
of  at  least  four  calendar  days  after  written  notice  of  intention  so  to 
do;  nor  where  the  bills  are  normally  made  out  fortnightly  until  the 
expiration  of  at  least  seven  calendar  days,  after  written  notice  of 
intention  so  to  do;  nor  where  the  bills  are  normally  iniuU'  out  for 
periods  in  excess  of  one  month,  until  the  expiration  of  at  least 
thirty  calendar  days  after  written  notice  of  intention  so  to  do."    .    .    . 

129.3— Refusal  of  Service. 

"If  a  utility  avails  itself  of  the  i-ight  hennn  recognized  of  requiring 
all  consumers  to  establish  their  credit  before  metered  or  measured 
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service  is  delivered,  the  utility  will  have  only  few  delinquent  bills 
except  those  which  it  voluntarily  permits  to  accure.  Nevertheless,  in 
such  cases  and  also  in  cases  in  which  the  utility  does  not  choose 
to  avail  itself  of  the  right  to  compel  applicants  to  establish  their 
credit,  the  question  whether  the  utility  has  the  right  to  discontinue 
service  by  reason  of  the  failure  to  pay  a  delinquent  bill  may  arise." 

In  considering  this  question,  the  Commission  refers  to  statutory  pro- 
visions and  decisions  in  California  and  other  states  and  concludes 
that  the  utility  may  secure  ample  protection  to  insure  payment  for 
service  rendered  by  the  establishment  of  rules  pertaining  to  guarantee 
deposit  and  discontinuance  of  service,  but: 

"Rule  6,  A  water,  gas,  electric  or  telephone  utility  may  not  dis- 
continue service  by  reason  of  nonpayment  of  bills  for  metered  or 
measured  service,  theretofore  delivered." 

In  regard  to  service  furnished  under  flat  rates,  the  Commission  says 
the  utility  may,  under  uniform,  non-discriminatory  rules,  require  pay- 
ment in  advance  of  delivery,  for  a  period  not  to  exceed  that  for  which 
bills  are  regularly  rendered,  but  may  not  demand  guarantees  to  secure 
payment.  Promptly  after  the  effective  date  of  the  order,  the  utilities 
are  to  return  to  the  depositors,  all  guarantee  deposits  required  of 
flat  rate  customers.  A  rule  requiring  notice  before  the  utility  may 
discontinue  unmetered  service  is  similar  to  Rule  5  for  metered  ser\'ice. 

The  following  rules  govern  the  return  of  deposits  and  interest  on 
deposits: 

"Rule  10.  After  a  cash  deposit  to  guarantee  payment  for  metered 
or  measured  service  has  stood  unimpaired  for  twelve  months,  it 
shall  be  returned  to  the  depositor.  Upon  closing  any  account,  the 
balance  of  any  deposit  remaining  after  the  closing  bill  for  service 
has  been  settled  shall  be  returned  promptly  to  the  depositor."     .     .     . 

"Rule  11.  Interest  at  the  rate  of  6  per  cent  per  annum,  must  be 
paid  by  each  water,  gas,  electric  or  telephone  utility  on  all  deposits 
held  by  it  to  secure  the  payment  of  bills  for  metered  service;  pro- 
vided that  interest  need  not  be  paid  if  the  service  is  discontinued 
within  less  than  twelve  months  from  the  date  of  first  taking  service." 

138— Contracts. 

The  Commission  states  that  under  oridinary  circumstances  there  is  no 
necessity  for  requiring  a  consumer  to  sign  a  contract  for  service. 

"It  is  difficult  to  find  any  other  reason  for  compelling  an  applicant 
for  service  to  sign  such  contract  other  than  to  hold  him  for  a  term 
beyond  that  for  which  he  would  desire  to  be  held,  if  he  were  a  free 
agent — a  motive  to  which  this  Commission  can  not  give  its  sanction. 

"Accordingly,  I  recommend  that  henceforth  an  applicant  for  service 
from  a  water,  gas,  electric  or  telephone  utility  be  not  required  to 
sign  a  contract  as  a  condition  precedent  to  service;  provided  that 
it  is  not  intended  herein  to  pass  on  the  question  of  contract  in  con- 
nection with  extensions  in  unincorporated  territory,  which  matter 


396  7  Rate     Research 


is  left  open  for  consideration  in  subsequent  proceedings.  Utilities 
of  these  classes  shall  continue  to  have  the  right  to  require  applicants 
to  sign  reasonable  applications  for  service,  so  that  their  records 
may  contain  the  necessary  data  with  reference  to  all  consumers." 

(To  be  Continued  in  next  week's  Rate  Research.) 

NEVADA 

300— Investment  and  Return. 

Railroad  Commission  of  Nevada  v.  The  Bell  Telephone  Company 
OF  Nevada.  Rehearing  to  Consider  Reasonableness  of  Rate  Fixed  by 
Former  Order  For  Extension  Sets.  Decision  of  the  Nevada  Railroad 
Commission,  Fixing  Rate.     June  5,  1915. 

The  former  order  authorized  a  charge  of  not  more  than  50  cents  per 
month  for  each  extension  within  the  same  building  or  apartment.  The 
opinion  on  the  rehearing  is  written  by  Commissioner  Bartine,  and  he 
calls  attention  to  the  thorough  and  exhausti^•e  manner  in  which  the 
company  has  presented  its  case,  showing  that  the  company  attaches 
great  importance  to  this  case,  "as  if  its  entire  schedule  of  rates  had  been 
under  fire." 

The  company  contended  that  its  aggregate  net  earnings  within  the  state 
were  so  small  that  the  company  could  not  consider,  without  strong 
objection,  any  reduction  in  the  rate  for  special  service  which  would  cut 
seriously  into  the  earnings.  The  counsel  stated  at  one  time  that  the 
company  did  not  object  to  the  amount  of  the  direct  loss  so  much  as  it 
did  to  tile  precedent  that  would  be  established. 

"With  respect  to  these  two  points,  it  is  proper  to  observe  first,  that 
the  fact,  if  it  be  a  fact,  that  a  public  service  corporation  is  earning 
but  small  net  returns  in  the  aggregate,  will  not  justify  an  excessive 
charge  for  a  particular  service,  and,  second,  that  in  deciding  this 
matter  the  Commission'  can  only  consider  whether  the  rate  is  reas- 
onable, and  cannot  be  influenced  by  any  consideration  of  the  prece- 
dent which  may  or  may  not  be  established.  The  Commission  is 
dealing  now  with  this  specific  case,  and  every  case  depends  upon  its 
own  facts  and  circumstances.     .     .     . 

"Counsel  for  the  respondent  laid  considerable  stress  upon  the  state- 
ment contained  in  the  former  opinion  that  the  situation  or  condition 
of  the  company  should  be  considered  as  a  whole,  and  that  the  merits 
of  the  matter  under  review  could  not  be  determined  solely  upon  the 
l)asis  of  the  pailicular  expense  connected  with  the  extension  and 
service.  That  view,  as  expressed  in  the  former  opinion,  is  adheretl 
to,  but  it  is  not  to  l)e  considered  as  meaning  that  an  exc(>ssive  charge 
can  be  made  for  a  special  service  merely  becaus(>  the  busin(\ss  as  a 
whole  may  yield  but  meagre  profit.  The  principle  is  well  settled 
that  no  excessive  charge  can  be  justified  upon  the  ground  that  aggrc^- 
gate  earnings  are  sinall.  The  earnings  and  (>\penses  of  a-  jiulilic 
utility  are  not  the  only  things  to  be  considered.     Regard  nmst  be  had 
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for  everything  that  is  recognized  by  courts  and  commissions  in  the 
determination  of  the  reasonableness  of  rates  and  charges." 

360 — Depreciation. 

The  company  introduced  evidence  showing  that  its  net  income  is  only 
about  3.7  per  cent. 

"It  is  to  be  noted,  though,  in  this  connection  that  the  company  has 
carried  into  the  expense  account,  7.78  per  cent  for  depreciation. 
I  have  always  felt  that  the  policy  of  allowing  a  percentage  for  the 
depreciation  of  a  public  utility  plant  has  been  carried  too  far  by 
courts  and  commissions,  although  the  conclusion  reached  in  this 
opinion  will  be  nowise  dependent  upon  that  feeling.  What  I  say 
herein  is  simply  an  expression  of  my  own  ideas,  and  I  have  no  desire 
to  attempt  to  bind  my  associates  in  any  way.  It  seems  to  me  that 
in  a  case  where  a  plant  is  maintained  at  full  standard  efficiency  out 
of  the  current  revenues,  no  addition  should  be  made  to  the  expense 
account  on  the  score  of  depreciation,  except  in  cases  where  the  con- 
ditions under  which  the  plant  is  operating  may  be  fairly  considered 
as  temporary  in  character;  for  example,  one  where  the  plant  is 
operating  in  a  mining  camp,  or  a  lumber  town  which,  in  the  not 
distant  future,  may  be  practically  out  of  business,  thus  leaving  the 
plant  of  little  or  no  value  except  as  'junk,'  to  use  an  expression 
ordinarily  employed  by  utility  men  themselves.     .     .     . 

"A  simple  illustration,  it  seems  to  me,  will  show  the  unsoundness 
of  the  policy  of  allowing  a  large  arbitrary  percentage  for  deprecia- 
tion in  a  case  like  the  present  one,  where  the  business  is  almost  of  a 
certain  permanence  and  increase,  and  where  the  plant  is  maintained 
at  high  standard  out  of  current  earnings. 

"Supposing  that  after  taking  operating  expenses  from  gross  earn- 
ings, a  utility  is  left  with  a  net  return  of  10  per  cent,  upon  the  fair 
value  of  the  plant.  Now,  assuming  the  business  to  be  permanent, 
it  will  scarcely  be  denied  that  10  per  cent,  is  a  fair  return  upon  a 
large  investment.  But,  let  us  further  assume  that  the  company 
has  carried  into  its  expense  account  10  per  cent,  additional  for  de- 
preciation, and  that  after  this  is  done  the  rates  and  charges  are  still 
productive  of  a  net  return  of  10  per  cent.  Obiously  the  net  profits 
of  the  company  in  such  case  are  20  per  cent. 

"The  10  per  cent,  set  aside  as  a  depreciation  fund  will  absolutely 
reproduce  the  property  at  the  end  of  10  years;  meanwhile,  the  net 
earnings  have  gone  on  at  the  rate  of  10  per  cent,  per  annum  upon 
the  value  of  the  property.  At  the  end  of  10  years  we  begin  with  a 
new  condition.  The  company  has  got  all  of  the  investment  back, 
and  is  now  proceeding  to  earn  10  per  cent,  upon  a  plant  which  has 
actually  cost  it  nothing;  that  is  to  say,  for  which  the  patrons  of  the 
company  have  paid.  I  give  this  illustration  merely  for  the  purpose 
of  suggesting  the  unwisdom  and  injustice  of  carrying  the  idea  of  a 
depreciation  fund  too  far.  It  seems  to  me  that  under  the  conditions 
existing  in  the  cities  of  Reno  and  Sparks  7.78  per  cent  on  deprecia- 
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tion  account  is  excessive.  The  testimony  of  respondents  showed 
that  in  a  material  sense,  after  many  years  of  service,  the  property 
was  not  depreciated  more  than  10  per  cent.,  if  any,  and  that  from  a 
standpoint  of  service  efficiency,  there  was  no  depreciation  at  all,  but 
rather  the  reverse,  because  the  plant  was  'tuned  up,'  as  the  witness 
expressed  it.  In  the  case  of  water  companies,  frequently  no  more 
than  2  or  2|  per  cent,  is  allowed  for  depreciation.  If  we  assume  3 
per  cent  to  be  fair  in  this  case,  and  it  seems  to  me  that  it  is  sufficient 
to  cover  every  contingency  likely  to  arise,  it  would  leave  4.78  per  cent, 
to  be  added  to  the  net  income  of  the  company,  making  it  more  than 
8  per  cent,  upon  the  Reno  and  Sparks  business." 

The  Commission  does  not  make  a  final  determination  in  this  matter, 
however,  but  states  that  it  is  dealing  solely  with  extension  service, 
which  is  only  a  small  part  of  the  company's  business  and  the  total  value 
of  the  plant  and  the  present  earnings  are  matters  of  practically  no  con- 
cern. 

REFERENCES 

RATES 

400— Rate  Theory 

Central  Station  Rate  Making,  by  Paul  J.  Kiefer,     3  pages.   Powey 

August  24,  1915,  p.  268. 

An  analysis  is  made  of  the  charges  entering  into  the  cost  of  furnishing  central- 
station  electric  service  and  the  effect  of  off-peak  load.  Particular  attention  is 
given  the  question  of  determining  wholesale  rates  which  will  be  fair  to  other  classes 
of  service. 

514 — Demand  Basis. 

The  Story  of  Lighting  Rate  C.  A  Booklet  Prepared  by  the  Pitts- 
burgh Electric  Specialties  Company,  Pittsburgh,  Pa. 

An  account  is  given  of  the  successful  application  of  '"Lighting  Rate  C,"  of  the 
Narragansett  Electric  Light  Co.,  of  Providence,  R.  I.  The  rate  is  made  up  of 
demand  and  energy  charge.  One  of  the  advantages  of  this  rate  to  which  attention 
is  called  is  that  the  customer  knows  when  he  makes  a  contract  within  a  few  cents 
of  what  his  lighting  bill  is  going  to  be.  It  is  stated  that  many  new  customers 
were  secured  by  the  institution  of  this  rate. 

INVESTMENT  AND  RETURN 

380— Taxation 

Should  Utilities  be  Assessed  by  Public  Service  Commissions?  by 

F.  N.  Fletcher,  Former  Member  of  the  Nevada  State  Tax  Commission. 

Address  Before  the  Ninth  Conference  of  the  National  Tax  Association. 

San  Francisco,  Cal.,  August  10-14,   1915.     1  page,  Electric  Railway 

Journal,  September,  1915,  p.  445. 

The  first  question  considered  is:  Shall  public  utilities  be  taxed  at  all?  Under 
proper  regulation  it  makes  no  difference  to  the  utility  whether  it  is  taxed  or  not. 
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The  amount  of  the  tax  is,  properly  enough,  passed  on  to  the  consumer.  Utilities, 
however,  should  be  taxed  in  order  to  avoid  discrimination  in  favor  of  the  patrons 
of  the  utility  at  the  expense  of  the  large  body  of  taxpayers. 

In  regard  to  the  main  question,  whether  or  not  public  utilities  should  be  assessed 
for  taxation  by  public  service  commissions,  it  is  pointed  out  that  rates  and  taxes 
are  determined  on  a  different  basis.  Rates  are  largely  based  on  what  is  put  into 
the  property,  or  the  investment,  while  taxes  are  assessed  on  income  or  market 
value.  Under  constant  and  proper  regulation  of  rates,  however,  the  difference  in 
valuation  for  the  two  purposes  should  be  slight,  and  in  fact  should  ultimately  dis- 
appear, for  it  is  evident  that  the  fixing  of  the  rates  is  the  determining  factor  in  the 
market  value  of  the  utility.  The  essential  facts  on  which  both  are  based  are  the 
same,  and  there  are  economic  as  well  as  other  advantages  in  having  the  asses.s- 
ment  value  fixed  by  the  Commission  which  is  in  the  best  position  to  obtain  these 
facts.  The  problem  of  securing  equitable  assessment  would  require  that  the  Com- 
mission fix  the  value  of  all  other  property  as  well  as  public  utility  property  or  act 
with  a  tax  commission  to  secure  taxation  of  all  property  on  the  same  basis. 

380— Taxation 

Assessing  by  Commissions.  Editorial,  Electric  Railway  Journal,  Sep- 
tember 11,  1915,  p.  428. 

Referring  to  the  article  on  taxation  by  public  service  commissions  by  Mr.  Fletcher, 
the  editorial  says  that  what  is  really  needed  for  equitable  taxation  is  not  the  load- 
ing of  assessment  work  on  already  laboring  public  service  commissions,  but  rather 
the  appointment  of  a  centralized  state  board  that  will  fix  the  assessed  valuations 
of  all  classes  of  property  after  careful  and  impartial  scientific  investigation.  If 
public  service  commissions  have  useful  data,  such  can  easily  be  secured  and  the 
tax  and  rate  issues  thus  kept  from  clouding  each  other.  If  any  reform  is  needed, 
it  is  in  leading  public  service  commissions  more  adequately  to  recognize  taxes  in 
rates,  as  they  are  reluctant  to  do  now,  and  in  securing  higher  non-utility  taxation. 


GENERAL 

900— General. 

Railway  Mail  Pay  and  Public  Opinion.  Railway  Business  Asso- 
ciation Bulletin.     No.  17.     15  pages.     August  23,  1915. 

A  plea  is  addressed  to  members  of  the  Sixty-fourth  Congress  by  the  Railway 
Business  Association  asking  for  a  full  and  fair  consideration  of  the  question  of 
providing  a  just  and  proper  compensation  for  the  service  rendered  by  the  rail- 
roads in  connection  with  the  transportation  of  mail  and  parcel  post.  It  is  urged 
that  the  roads  should  receive  compensation  equivalent  to  what  private  shippers 
would  pay  for  similar  service. 

"Mail  pay  ought  not  to  be  affected  by  the  Post  Office  Department  balance 
sheet;  the  roads  should  receive  not  what  the  Department  is  willing  to  pay 
them,  but  what  the  service  is  worth. 

"The  effort  of  the  Post  Office  Department  during  the  last  few  years  to  accom- 
plish a  reduction  in  mail  pay  has  been  synchronous  with  endeavors  to  show 
a  Department  surplus,  and  this  at  a  time  when  two  successive  Postmasters- 
General  were  advocating  government  ownership  of  certain  public  utilities. 
These  considerations  ought  not  to  enter  into  the  fixing  of  reasonable  com- 
pensation." 

In  the  introduction  to  the  pamphlet,  the  president  of  the  Association  says: 

"It  is  our  earnest  hope  that  the  government,  which  requires  that  rates  of 
transportation  to  private  shippers  shall  be  reasonable  and  that  practice  of 
commercial  corporations  shall  be  fair,  shall  free  its  own  procedure  from  all 
suspicion  of  unreasonableness  and  mifairness." 
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910 — Promotion  and  Growth  of  Business 

Stability  in  the  Central  Station  Industry,  by  Frederic  Nicholas. 

Paper  Read  Before  the  Indiana  Electric  Light  Association,  Terre  Haute, 

Indiana.     September  8,  1915.     Electrical  World,  September  11,  1915, 

p.  572. 

The  elements  which  have  contributed  to  the  financial  stability  of  the  electric 
lighting  industry  and  its  success  in  maintaining  progress  despite  general  business 
depression  are  discussed.  The  most  important  element  is  that  of  rates  and  rate 
regulation.  A  general  reduction  in  rates  has  taken  place  and,  where  rates  have  not 
been  subject  to  sudden  and  radical  disturbance,  earnings  have  been  maintained. 
It  is  urged  that  the  public,  commissions,  and  companies  co-operate  in  preserving 
a  good  credit  standing  of  the  central-station  industry  in  the  future,  to  insure  good 
service  at  rates  fair  to  the  company  and  the  public. 

COURT  DECISIONS 

900— General. 

In  re  Wilkes-Barre   Light  Co.     Decision   of  the  District  Court, 

M.  D.  Pennsylvania,  Jmie  22,  1915.     224  Federal  248. 

A  creditor's  petition  was  filed  against  the  Wilkes-Barre  Light  Company  alleging 
that  the  company  while  insolvent  committed  an  act  of  bankruptcy  in  applying  to 
the  courts  of  the  county  for  the  appointment  of  a  receiver.  The  court  sustains 
the  company's  demurrer  to  this  petition  in  bankruptcy  holding  that  congress  did 
not  intend  to  include  corporations,  such  as  the  electric  company  involved  in  this 
proceeding,  among  those  subject  to  the  Bankruptcy  Act,  July  1,  1898,  section  4 
and  amendments  to  that  act.  The  Bankruptcy  Act  provides  that  any  corpora- 
tion engaged  in  manufacturing  and  mercantile  pursuits  may  be  adjudged  a  bank- 
rupt.    The  opinion,  written  by  District  Judge  Witmer,  says: 

"The  subject  of  electricity  is  always  interesting,  and  the  study  of  it  opens  a 
field  almost  without  limitation.  Much  has  been  said  and  written,  and  it  yet 
remains  shrouded  in  mystery,  and  courts  remain  divided  as  to  whether  elec- 
tricity is  a  product  to  be  manufactured.  Without  attempting  a  lengthy 
scientific  speculation  or  rehearsal  of  conflicting  views  of  opinions  of  those 
whose  duty  it  has  been  to  give  this  matter  consideration  for  one  reason  or 
another,  I  record  myself  with  those  of  opinion  that  generating  electricity  is 
not  manufacturing,  nor  is  the  transmitting  of  electricity  over  lines  of  wire  to 
consumers  for  a  consideration  a  mercantile  pursuit,  within  the  meaning  of  the 
Bankruptcy  Act.  To  this  end  the  very  able  opinion  of  Judge  Ray  and  the 
authorities  there  collected  in  Re  H.  R.  Elec.  Power  Co.  23  Am.  Banker  Rep. 
191,  173  Fed.  934,  are  indeed  very  persuasive. 

"However,  if  the  company  should  be  regarded  as  manufacturing  or  engaged  in 
mercantile  pursuits,  as  contemplated  by  the  act,  it  has  authority  to  do  nuich 
more.  Under  authority  of  its  charter  and  the  provisions  of  Act  May  8,  1889 
Section  2,  CI.  1  (P.  L.  136).  .  .  .  The  company  has  the  right  to  a  certain 
extent,  of  exercising  eminent  domain,  and  is  therefore  correlatively  charged 
with  a  duty  to  the  public  which  is  no  part  of  the  duties  of  an  ordinary  cor- 
poration 'engaged  in  manufacturing,  trading,  printing,  publishing,  mining  or 
mercantile  piu'suits.'  It  is  a  utility  corporation  l)v  necessity  of  the  law  creat- 
ing it  as  such.  The  im]u-ess  of  its  character  is  fixed  by  statute,  and  though 
municipal  consent  may  be  withheld  for  a  time,  as  in  tlie  case  before  us,  the 
nature  or  chara(;ter  of  the  corporation  is  not  changed,  nor  is  it  dependent  on 
the  action  of  the  municipality  conferring  or  vacating  the  right  of  public  fran- 
chise. The  power  and  authority  to  use  th(>  highways  of  a  municipality  by  an 
electric  light  company  is  conferred  l)y  the  state  and  not  by  tlie  nmiiicii)ality. 
The  municipality  has  but  the  power  to  ])rescril)e  the  nunmer  and  mode  of 
using  the  highways.  Hence  it  has  been  held  that,  where  such  power  is  exer- 
cised unreasonably  or  arbitrarily,  courts  will  interfere.  McQuillin  on  Munici- 
pal Corporations,  Sections  728-738." 
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For  statement  of  facts  and   opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
GEORGIA 

300 — Investment  and  Return. 

Macon  Railway  &  Light  Company,  Application  For  Increase  in 
Rates.  Decision  of  the  Macon  Railway  and  Light  Company,  Denying 
the  Application.     August  24,  1915. 

The  present  rates  of  the  Macon  Railway  and  Light  Company  were 
prescribed  by  order  of  the  Commission,  dated  February  24,  1914 
(4  Rate  Research  371).  In  that  order  the  Commission  stated  that, 
if  after  one  year's  trial  the  rates  proved  to  be  inadequate,  the  Com- 
mission would  "promptly  undertake  to  revise  them."  The  rates  were 
in  effect  from  March  1,  1914,  to  June  of  this  year  when  the  company 
filed  an  application  asking  for  an  increase  in  rates  for  commercial  and 
residential  lighting  and  power. 

The  Commission  dismissed  the  application  and  held  that  the  company 
failed  to  show  that  the  rates  are  unreasonable. 

310— Valuation, 

For  the  purpose  of  this  proceeding,  the  company  while  protesting  that 
it  was  low,  accepted  the  valuation  of  its  property  made  by  the  Com- 
mission in  the  previous  investigation.  The  only  question  involved 
is,  therefore,  whether  or  not  the  actual  net  earnings  under  the  new 
rates  afford  an  adequate  return  on  this  valuation. 

411 — Apportionment  of  Expense. 

"Ascertainment  of  the  true  earnings  of  the  company  has  been 
made  difficult  by  reason  of  the  fact  that  the  lighting  business  of  the 
company  is  conducted  in  connection  with  its  railway  business,  and 
the  municipal  lighting  service  in  Macon  is  under  contract  to  another 
company,  but  actually  performed  by  j^etitioner,  and  further  by  the 
fact  that  the  Macon  Railway  and  Light  Company  is  one  of  four 
public  service  corporations  owned  by  substantially  the  same  interests, 
with  substantially  the  same  general  organizations  contlucting  the 
fourbusinesses  jointly,  with  many  expenses  in  common.     .     .     . 

Editorul  Note. — All  indented  matter  is  direct  quotation. 


404  7         Rate     Research 


"The  Central  Georgia  Power  Company  is  under  a  term  contract 
to  light  the  City  at  prices  much  below  the  actual  cost  of  the  service. 
Owning  no  lighting  or  distribution  system,  the  common  o^vners  of 
it  and  the  Macon  Railway  and  Light  Company  which  owns  the 
system,  require  the  Railway  and  Light  Company  to  carry  out  the 
Power  Company's  contract  with  the  City,  charging  it  with  the  current 
used,  but  allowing  it  to  retain  the  proceeds  from  the  service. 

"The  actual  out-of-pocket  loss  placed  upon  the  Railway  and  Light 
Company  by  the  power  company  in  the  fulfillment  of  the  Power 
Company's  contract  is  over  $6,000.  per  annum,  exclusive  of  interest 
on  the  investment,  depreciation  of  and  taxes  on  the  property  in  use, 
and  administrative  expenses."     .     .     . 

"If  the  net  revenues  from  the  entire  business  of  the  Company  are 
insufficient  to  meet  fixed  charges  and  pay  fair  dividends  this  defici- 
ency cannot  be  justly  provided  by  increasing  rates  in  the  one  depart- 
ment which  is  earning  reasonable  returns.  If  the  business  of  the 
Railway  department  and  of  the  municipal  lighting  service  is  con- 
ducted without  profit  or  at  a  loss  such  losses  cannot  be  recouped, 
under  independent  and  separate  rates,  at  the  expense  of  light  and 
power  patrons." 

340 — Rate  of  Return. 

Deducting  the  operating  expenses,  as  charged  in  the  books  of  the 
company,  taxes  and  depreciation  at  four  and  one-half  per  cent,  the 
Commission  finds  that  the  company  has  earned  6.32  per  cent. 

Commenting  upon  this  finding,  the  Commission  says : 

"In  considering  the  business  of  the  company  for  the  period  men- 
tioned, it  should  be  borne  in  mind  that  the  Commission  rates, 
in  effect  on  March  1,  1914,  were  very  much  higher  than  the  exceed- 
ingly low  rates  previously  prevailing  as  the  result  of  the  bitter  contest 
for  existence  waged  between  the  Railway  and  Light  Company  and 
the  Georgia  Public  Service  Corporation.  Such  an  increase,  in 
numerous  instances  where  long-term  contracts  had  been  made, 
based  on  the  low  rates,  occasioned  some  degree  of  dissatisfaction 
among  the  company's  patrons  and  doubtless  for  a  time  affected 
business. 

"Within  six  months  of  the  promulgation  of  the  Commission  rates  the 
European  War  commenced,  followed  by  depressing  effects  on  business 
of  every  character  throughout  the  world,  and  possibly  nowhere 
in  the  United  States  more  than  in  the  cotton  states.  Conditions 
have  not  markedly  improved  as  yet  in  this  section. 

"Following  an  increase  in  rates  under  such  depressed  business 
conditions,  it  is  not  surprising  that  the  business  of  this  company 
for  the  period  under  study,  has  fallen  below  normal.  A  return 
however,  of  (5.32  jicr  cent  unquestionably  compares  favoral)ly  with 
returns  for  the  same  period  in  other  lines  of  business  in  Macon  and  in 
Georgia. 
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"These  observations  are  submitted  not  by  way  of  asserting  tiiat 
6.32  per  cent  is  a  fair  and  proper  return,  but  rather  as  suggesting 
that  the  business  of  the  company  during  the  past  18  months  having 
been  subnormal,  results  cannot  and  should  not  be  taken  as  con- 
clusive evidence  as  to  the  reasonableness  of  rates  made  effective 
and  in  operation  under  such  conditions." 

However,  the  Commission  does  not  agree  with  the  apportionment  of 
expenses  made  by  the  company.  The  Commission  allocated  the 
expenses  between  the  four  companies  upon  the  basis  of  the  percentage 
of  gross  earnings  of  each  company  to  the  total  of  the  four,  and  made 
a  similar  apportionment  between  the  railway  and  electric  departments. 

The  Commission's  revision  of  the  expenses  for  the  year  result  in  a  show- 
ing of  net  earnmgs  of  8.25  per  cent  on  the  value,  including  working 
capital,  as  fixed  by  the  Commission. 

OREGON 

720— Rate  Schedules. 

Campbell  et  al.  v.  Hood  River  Gas  and  Electric  Company.  Appli- 
cation For  Authority  to  Change  Prompt  Payment  Discount  Provision. 
Decision  of  the  Oregon  Public  Service  Commission,  Granting  The 
Apphcation.     August  25,  1915. 

The  Hood  River  Gas  and  Electric  Company  and  the  Hydro  Electric 
Company  applied  for  and  was  granted  permission  to  substitute  a 
straight  prompt  payment  discount  of  10%  of  the  amount  of  the 
customer's  bill  for  the  discount  provision  in  their  schedules  as  fixed  by 
former  order  of  the  Commission.     (7  Rate  Research  340). 

The  former  order  provided  a  discount  of  one  cent  per  kilowatt-hour 
for  the  first  thirty  kilowatt-hours  and  |  cent  for  each  kilowatt  over 
thirty  for  payment  within  ten  days  from  date  of  billing. 

The  Commission  says  the  proposed  straight  discount  is  substantially 
the  equivalent  of  that  prescribed  and  "will  apparently  be  more  con- 
venient for  the  utilities." 

OREGON 

610 — Character  of  Service. 

Eastern  Oregon  Light  &  Power  Company.  Inquiry  As  To  Whether 
Newspapers  May  Lawfully  Be  Given  Special  Rates  For  Electric  Current. 
Decision  of  the  Oregon  Public  Service  Commission.  Holding  News- 
papers Not  Entitled  to  Special  Concessions.     August  25,  1915. 

In  reply  to  an  inquiry  as  to  whether  or  not  newspapers  may  lawfully 
be  given  a  rate  for  electric  current  used  by  them  in  the  operation  of 
their  electrical  machinery  which  differs  from  the  published  tariff,  the 
Commission  handed  do\vn  a  general  conference  ruling  which  reads  in 
part  as  follows: 

"The  act  (Public  Utilities  Act)  permits  certam  concessions  in  favor 
of  specified  classes  of  persons.  Newspapers  do  not  appear  to  be 
named  by  the  legislature  as  entitled  to  such  specific  consideration. 
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"The  act  as  a  whole  contemplates  that  utilities  may  classify  their 
customers.  Whether  the  character  of  service  furnished  the  news- 
papers is  so  different  from  that  contemplated  in  the  existing  classes 
of  customers  provided  in  the  company's  tariffs  does  not  appear  and 
therefore  no  opinion  is  expressed  thereon.  Manifestly  any  classi- 
fication of  customers  should  be  based  upon  service  conditions  so 
that  it  would  be  applicable  to  all  customers  who  may  have  similar 
load  and  service  characteristics." 

WISCONSIN 

300 — Investment  and  Return. 

Light  and  Water  Commission  of  the  City  of  Barron,  Application 
for  Authority  to  Revise  Rates.  Decision  of  the  Wisconsin  Railroad 
Commission,  Fixing  Rates,  August  2,  1915. 

The  light  and  water  Commission  of  Barron  asked  for  authority  to 
adjust  its  flat  rates  and  to  install  meter  rates.  The  Commission  found 
that  the  accounts  of  the  two  departments  were  inadequate  and  a 
tentative  schedule  of  rates  was  established  until  such  time  as  proper 
statistical  records  were  available  and  the  effect  of  metering  the  service 
was  known. 

"If  the  relations  between  the  city  and  the  utility  are  to  remain  as 
they  have  been  during  the  past,  considerable  uncertainty  will  exist 
as  to  the  relative  indebtedness  of  the  city  to  the  water  department 
and  vice  versa.  In  the  past  the  water  department  has  charged  the 
city  with  earnings  from  hydrant  rentals.  When  the  water  works 
has  to  make  extensions,  etc.,  beyond  the  limit  of  funds  on  hand,  said 
funds  being  obtained  from  earnings  of  General  service,  the  city  is 
called  upon  to  furnish  the  money.  The  difference  between  the 
debits  and  credits  to  the  city  under  this  scheme  is  incorrectly  shovMi 
in  the  balance  sheet  under  the  heading  'Depreciation  reserve  fund.' 

"The  board  of  water  commissioners  has  asked  for  the  establishment 
of  a  different  system  of  relationship  between  the  conmiission  and 
the  city  in  place  of  the  conditional  arrangements  which  now  exist. 
It  appears  to  be  a  good  business  policy  to  treat  a  municipal  \\'ater 
plant  or  electric  plant  as  an  enterprise  separate  and  distinct  from 
the  municipality  itself  and  to  have  accounts  kept  accordingly.  If 
this  policy  is  followed  the  city  should  pay  the  utility  at  a  reasonable 
rate,  for  all  service  rendered  the  city,  in  order  to  avoid  unjust  dis- 
crimination in  favor  of  the  tax  payers  of  the  city  as  against  con- 
sumers; the  utility,  in  turn,  should  pay  the  city  a  reasonable  amount 
as  taxes  and  as  interest  on  the  city's  equity  in  the  property  of  the 
utility,  in  order  to  avoid  unjust  discrimination  in  favor  of  the  con- 
sumers as  against  the  taxpayers.  It  naturail}'  follows  also,  that  the 
city  should  provide  all  funds  required  for  plant  extensions,  etc. 
These  points  were  discussed  very  fuUv, — In  Re  Application,  Citv  of 
Sparta  12  W.  R.  C.  R.  1913,  532,  535,  and  need  not  be  elaborated 
further  at  this  time."     .     .     .     (4  Rate  Research  86). 
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511— Flat  Rates. 

In  regard  to  the  advisability  of  revising  the  rates  the  Commission  says : 

"The  most  important  problem  which  arises  in  connection  with  a 
public  utility  is  the  adoption  of  a  satisfactory  system  of  rates.  There 
are  of  course  other  problems  arising  but  they  are  less  serious  than 
the  problem  of  determining  an  equitable  rate.  The  flat  rate  is 
glaringly  inadequate  to  allocate  charges  in  an  impartial  manner. 
Such  rates  open  up  a  possibility  of  waste  or  reckless  and  unnecessary 
use  by  the  consumer  because  the  cost  to  him  is  determined  only  by 
the  number  of  fixtures  connected  and  is  not  based  on  the  water 
consumed."     .     .     . 

WISCONSIN 

312.8 — Discarded  Property. 

Washington  County  Telephone  Company,  Application  For  Authority 
To  Increase  Rates.  Decision  of  the  Wisconsin  Railroad  Commission, 
Adjusting  Rates.     July  30,  1915. 

In  reviewing  the  investment  and  return  information  to  determine  the 
reasonableness  of  the  application  for  an  increase  in  rates,  the  Com- 
mission points  out  that  the  investment  appears  to  be  somewhat  larger 
than  has  usually  been  found  for  companies  operating  similar  systems. 

"It  appears  that  a  number  of  years  ago,  the  Washington  County 
Telephone  Company  purchased  the  property  of  a  competing  concern, 
the  Cedar  Lake  Telephone  Company,  operating  in  practically  the 
same  territory,  and  paralleling  its  lines  in  many  cases.  For  this 
property  $15,000  was  paid,  which  apparently  was  considerably  more 
than  the  reasonable  value  of  the  property.  After  the  purchase  a 
considerable  amount  of  the  property  was  scrapped  in  eliminating 
duplications  which  existed  under  competitive  conditions.  Whether 
the  applicant  credited  its  property  and  plant  account  with  the  cost 
of  portions  of  its  property  which  were  scrapped,  the  evidence  does 
not  show,  but  the  rather  high  book  value  of  the  property  would  seem 
to  indicate  that  the  property  and  plant  account  had  not  been 
credited  with  the  cost  new  of  property  removed  from  service."  .  .  . 

The  company  has  given  its  subscribers  certain  advantages  resulting 
from  the  consolidation  and  from  the  securing  of  long  distance  con- 
nection. 

"That  the  long  distance  connection  thus  obtained,  and  the  elimina- 
tion of  duplication  were  of  sufficient  value  to  the  general  body  of 
subscribers  to  justify  the  company  in  charging  rates  at  the  present 
time  sufficient  to  meet  the  fixed  charges  on  its  entire  investment,  a 
very  large  part  of  which  is  not  represented  by  tangible  property  at 
the  present  time,  is  not  clear  from  the  records  before  us.  That 
there  have  been  certain  advantages  to  subscribers  from  the  unifica- 
tion of  the  telephone  systems  and  the  ability  to  secure  long  distance 
service,  there  appears  to  be  no  reason  to  doubt,  but  we  do  not  feel 
that  the  book  value  of  the  property  representing  as  it  does,  a  larga 
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investment  made  necessary  to  eliminate  a  competing  company  from 
the  field,  and  probably  a  large  investment  also  in  physical  property 
which  has  been  discarded,  can  be  accepted  as  controlling  for  the 
purposes  of  this  case."     .     .     . 

"It  is  true  that  under  the  present  laws,  physical  connection  may  be 
secured  between  telephone  systems  wherever  reasonably  necessary, 
but  such  connection  even  at  the  best,  is  not  likely  to  be  equivalent 
to  service  of  equal  extent  furnished  by  a  single  company.  The  com- 
pany has  undertaken  to  furnish  this  more  valuable  service  and 
although  a  part  of  the  fixed  expenses  resulting  from  the  consolida- 
tion should  probably  not  be  thrown  back  upon  subscribers,  but 
should  be  considered  as  a  loss  to  the  company,  resulting  from  its 
having  operated  in  a  competitive  field,  it  seems  to  us  to  be  reasonable 
to  expect  that  subscribers  should  bear  a  portion  of  the  fixed  expenses 
which  were  incurred  in  eliminating  a  condition  unfavorable  to  good 
telephone  service." 

CALIFORNIA 

311 — Basis  of  Valuation. 

Peoples  Water  Company,  Application  For  Approval  of  Reorganization 
Plan.  Decision  of  the  California  Railroad  Commission,  Granting 
The  AppUcation.     July  10,  1915. 

As  a  basis  for  the  Commission's  approval  or  disapproval  of  the  appli- 
cation and  the  issuance  of  securities,  a  valuation  of  the  property  was 
made.  The  different  estimates  of  value  submitted  by  engineers  for 
the  company  and  the  Commission's  engineers  are  compared  and  dis- 
cussed as  pertaining  to  lands,  physical  structures,  water  rights,  going 
concern  and  rights  of  way.  The  valuation  was  made  for  the  purpose 
of  the  special  proceeding  and  a  determination  would  undoubtedly  be 
made  on  a  different  basis  in  a  rate  case. 

311.4— Market  Value. 

"Value,  as  the  term  is  here  used,  is  a  determination  of  what  this 
plant  is  worth  commercially.  This  commercial  worth  might  be 
tested  with  comparative  ease  if  this  property  or  similar  properties 
were  freely  bought  and  sold  in  the  open  market,  because  it  might 
fairly  be  held  that  the  commercial  value  of  a  given  thing  is  the  price 
at  which  it  can  be  disposed  of  under  normal  conditions.  It  is,  of 
course,  obvious  that  a  public  utility  water  plant  is  not  and  in  the 
very  nature  of  things  can  not  be  freely  bought  and  sold  upon  the  open 
market.  In  fact  the  transfers  of  such  properties  where  they  are  made 
usually  occur  in  reorganization  of  the  finances  of  such  companies  or 
in  the  absorption  of  one  company  by  another.  In  the  first  instance, 
the  price  paid  is  arrived  at  by  the  determination  or  agreement  of 
the  stockholders  and  security  holders,  in  nearly  every  instance  the 
ownership  of  the  property  remaining  largely  the  same,  so  that  these 
transactions  are  not  conveyances  of  the  properties  to  new  parties 
who  pay  in  any  sense  a  market  price  therefor. 
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"In  the  second  class  of  cases  where  one  company  absorbs  another,  the 
sale  or  transfer  is  always  made  to  a  company  which  for  strategic 
or  economic  reasons  is  located  with  relation  to  the  company  absorbed 
in  some  peculiar  way  so  that  the  price  it  may  pay  for  the  acquired 
plant  is  no  mdication  of  what  might  be  paid  by  others  not  in  the 
same  relation.  It  may,  therefore,  fairly  be  said  that  there  is  no 
market  for  the  sale  of  a  plant  such  as  the  Peoples  Water  Company. 
There  are,  of  course  elements  going  to  make  up  this  plant  which 
could  be  sold  if  severed  from  the  rest,  for  instance  land,  and  on  this 
element  a  determination  can  be  had  as  to  market  value  by  con- 
sidering the  sales  of  similar  land  adjacent  thereto. 

311.6— Earning  Value. 

"With  ordinary  commercial  property  a  value  may  be  arrived  at  by 
considering  the  earning  power  of  such  property  and  capitalizing  the 
same,  but  here  the  earning  power  is  fixed  by  the  same  body,  the 
Railroad  Commission,  which  fixes  and  determines  the  value  of  the 
plant,  and  in  determining  the  earning  power  of  the  plant,  the  value 
of  the  plant  must  be  taken  into  consideration.  Hence  the  value 
of  the  plant  must  first  be  established  and  upon  this  valuation  rates 
are  fixed  which  determine  the  earning  power  of  the  plant. 

"Realizing  this  situation,  various  methods  have  been  put  forward  of 
determinmg  the  value  of  a  public  utility  plant.  These  methods 
include  a  determination  of  the  original  cost  of  the  plant  by  inspecting 
the  records  of  the  company,  the  opinion  of  engineers  as  to  the  original 
cost  based  upon  a  reproduction  of  the  plant  as  of  the  time  when  it  was 
constructed  under  the  methods  then  existing  but  applying  present 
day  unit  prices,  an  opinion  as  to  the  cost  of  reproducing  the  plant 
at  the  present  time  less  depreciation  representing  the  deterioration 
found  now  to  exist  in  the  plant  as  it  is. 

311.2 — Reproduction  Cost  New. 

"I  hold  that  these  methods  are  merely  guides  to  a  determination  of 
value  and  it  can  not  be  said  that  any  one  of  these  methods  may  be 
selected  and  followed  strictly  to  a  result  which  produces,  without 
modification,  a  true  value.  For  instance,  the  methods  perhaps  most 
favored  of  recent  years  is  reproduction  new  less  depreciation,  but 
a  very  brief  consideration  of  this  method  will  at  once  make  it  apparent 
that  in  many  instances  serious  modifications  of  the  result  obtained 
must  be  indulged  m  to  avoid  absurd  and  unjust  results. 

"For  instance,  where  a  plant  has  been  constructed  many  times  larger 
than  is  necessary  to  supply  the  needs  of  its  consumers  it  would  be 
necessary  to  modify  the  value  arrived  at  by  reproducing  this  property 
new  less  depreciation  because,  obviously,  rates  could  not  be  fixed 
which  existing  consumers  must  pay  based  upon  a  large  excess  of 
plant  not  used  in  their  service.     .     .     . 

311.1— Original  Cost. 

"It  has  been  urged  at  times  that  the  true  measure  of  value  is  the 
actual  investment  or  original  cost.     But  in  addition  to  the  fact  that 
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it  is  usually  impossible  to  obtain  accurate  data  as  to  original  cost 
of  the  properties  which  have  been  established  and  operated  for  a 
number  of  years,  there  is  the  further  difficulty  that  if  the  original 
cost  showed  extravagant  expenditure  made  largely  in  excess  of  that 
which  was  necessary  because  of  some  interests  of  the  constructors, 
aside  and  apart  from  the  utility  itself  it  must  be  modified  to  a  point 
where  it  is  made  reasonable.  Furthermore,  we  have  the  important 
element  of  appreciation  in  land  values  to  deal  with,  and  it  has  been 
held  by  our  courts  that  a  utility  is  not  bomid  by  the  original  cost 
of  its  land.  I  do  not  mean  to  say  that  original  cost  is  not  to  be 
considered  and  given  weight,  but  I  do  say  that  original  cost  if  it  can 
be  obtained  does  not  of  necessity  fix  the  value  of  the  plant." 
315.1— Going  Value. 

The  Ccmmission  compares  estimates  of  going  concern  value  submitted 
by  the  engineers  and  summarizes  its  conclusions  as  follows: 

"I  believe  that  where  it  can  be  shown  that  as  a  matter  of  actual  cost 
a  company  expended  a  given  sum  of  money  to  obtain  its  business  and 
this  was  done  economically  within  a  reasonable  time  and  with  good 
judgment,  the  resulting  business  is  of  value  to  the  company  to  the 
extent  of  its  expenditure  to  obtain  it.  Of  course,  it  will  be  urged 
that  in  the  past  the  company  has  received  from  consumers  full 
compensation  for  this  expenditure,  either  by  adding  the  same  to  its 
operating  expenses  or  by  obtaining  a  large  profit  from  its  operations. 

"Because  of  the  absence  of  reliable  data  it  can  not  be  determined  what 
this  company  has  spent  to  obtain  business,  nor  can  it  be  determined 
whether  it  has  been  compensated  in  the  past  for  such  expenditures  as 
it  may  have  made. 

"In  determining  the  total  value  of  this  property,  I  shall  give  con- 
sideration to  the  fact  that  it  is  a  going  concern  with  a  large  number  of 
consumers  and  a  large  gross  annual  income,  and  that  it  serves  a 
populous  and  growing  community,  which  is  steadily  producing  more 
business  for  this  company." 

CALIFORNIA 

148 — Competition. 

Sacramento  Valley  Telephone  Company  et  al.,  Application  For 
Approval  of  Proposed  Consolidation  of  Competing  Companies.  Deci- 
sion of  California  Railroad  Commission,  Authorizing  the  Consol- 
idation.    July  8,  1915. 

The  applicants  desire  the  transfer  of  properties  of  the  Glenn  County 
Telephone  Company  and  Tehama  County  Telephone  Company,  and 
certain  of  the  properties  of  the  Pacific  Telephone  and  Telegraph  Com- 
pany to  a  consolidated  company,  to  be  known  us  the  Sacramento 
Valley  Telephone  Company.  The  companies  alleged  that  operation 
imder  competitive  conditions  has  been  unprofitable.  The  Com- 
mission says: 

"We  may  assume,  therefore,  that  the  com]ietitive  condition  has  been 
unfortunate  in  its  effect  upon  the  three  companies  concerned,  and 
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that  a  continuance  of  this  competitive  condition  will  further  ac- 
centuate this  disadvantageous  condition.  It  is  possible,  of  course, 
that  in  the  long  run  the  two  weaker  and  smaller  companies  would 
be  forced  out  of  business  by  the  strongest  among  them. 

"We  have,  therefore,  to  consider  the  effect  of  the  proposed  consol- 
idation upon  the  public;  to  determine  the  public  interest  as  between 
the  competitive  condition  and  the  proposed  condition  of  regulated 
monopoly.  The  interest  of  the  public  goes  directly  to  the  rates  and 
to  the  service." 

The  rates  in  the  territory  affected  are  to  remain  the  same  for  the  present, 
but  it  is  pointed  out  that  if  competition  were  to  be  continued,  some 
adjustment  of  rates  would  have  to  be  made  in  the  near  future  in  order 
that  the  companies  might  continue  to  give  service. 

In  regard  to  service  the  Commission  says : 

"The  companies  involved  have  not  been  able  to  serve  their  patrons 
at  the  present  rates  at  a  profit  and  it  would  certainly  follow  that  a 
continuation  of  the  loss  would  mean  a  curtailment  and  depreciation 
of  service. 

"Competitive  service  means  duplication  of  facilities  and  the  greater 
the  competition  the  greater  the  duplication.  These  subscribers  are, 
of  course,  under  necessity  to  pay  a  return  upon  this  duplicated 
property  when  a  single  facility  would  serve  the  whole  purpose."   .    .    . 

The  application  is  granted. 

CALIFORNIA 

580 — Terms  and  Conditions. 

Investigation  of  the  Practice  of  Water,  Gas,  Electic  and  Tele- 
phone Utilities  Requiring  Deposits  Before  Rendering  Service. 
Decision  of  the  California  Railroad  Commission,  Fixing  General  Rules 
and  Regulations.   August  12,  1915.    (Begun  hi  7  Rate  Research  391). 

A  number  of  the  complaints  considered  by  the  Commission  concerns 
the  practice  of  companies  in  charging  for  service  connections.  The 
Commission  rules  that  the  cost  of  service  connections  should  be  bourne 
by  the  utility,  as  a  part  of  the  permanent  investment. 

"The  term  'service  connection,'  as  herein  used,  shall  include  water 
and  gas  pipes,  electric  and  telephone  wires,  water,  gas  and  electric 
meters,  electric  transformers,  gas  regulators,  telephone  instruments 
and  appurtenances. 

"Promoters  and  other  persons  occasionally  ask  utilities  to  make 
service  connections  in  advance  of  actual  use  of  the  service,  for  the 
purpose  of  enhancing  the  saleability  of  their  lots.  It  is  obviously 
unfair  to  the  utility  and  to  its  existing  customers  to  compel  the 
utility  to  make  at  its  own  expense  ser^'ice  installations  which  may 
remain  idle  over  long  periods  of  time.  Hence,  subject  to  appeal 
to  this  Commission,  a  utilit}-  may  refuse  to  make  a  service  connection 
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at  its  own  expense  unless  it  is  satisfied  that  the  service  will  actually 
be  used  in  the  reasonably  immediate  future." 

In  regard  to  charge  for  disconnecting  or  reconnecting  service  con- 
nections the  Commission  says: 

"It  is  frequently  provided  that  if  service  is  disconnected  by  reason 
of  failure  of  the  consumer  to  comply  with  the  utility's  reasonable 
rules  and  regulations,  the  consumer  shall  pay  a  specified  fee  to 
cover  the  labor  of  disconnecting  and  reconnecting.  It  is  not  fair 
that  the  utility  or  the  consumers  who  comply  with  the  utility's 
reasonable  rules  and  regulations,  should  be  compelled  to  bear  this 
expense  and  such  rule  is  entirely  proper,  provided  the  amount  of 
the  fee  bears  a  reasonable  relation  to  the  actual  average  cost  of 
making  the  disconnection  and  the  reconnection.  City  of  Janesville 
vs.  Janesville  Water  Co.,  7  W.  R.  C.  R.  628,  683. 

"The  problem  becomes  more  difficult  when  a  consumer  asks  that 
his  service  be  disconnected  and  thereafter  the  same  consumer  or 
another  consumer  takes  service  at  the  same  premises.  The  cost 
of  making  this  disconnection  and  reconnection  is  properly  an 
operating  expeuvse. 

"Rule  14.  Under  reasonable,  non-discriminatory  rules  and  regu- 
lations to  be  prepared  in  the  first  instance  by  the  utility,  subject 
to  review  by  the  Railroad  Commission,  a  water,  gas,  electric  or 
telephone  utility  may  provide  that  the  cost  of  disconnection  and 
reconnecting  service  connections  may  be  (1)  charged  directly  to  the 
new  or  the  resuming  consumer;  or  (2)  distributed  over  the  periodic 
payments  over  a  reasonable  period  of  time;  or  (3)  merged  in  the 
general  operating  expenses.  The  so-called  'cancellation  charges' 
of  water,  gas,  electric  and  telephone  utilities  are  hereby  abolished." 

226.2 — Extension  of  Service. 

The  subject  of  extensions  is  considered  under  (1)  Extensions  within 
municipalities,  (2)  Extensions  outside  of  municipalities  and  (3)  Owner- 
ship of  extensions. 

The  Commission  states  that,  while  the  section  giving  the  Commission 
power  to  order  extensions  evidently  contemplates  separate  hearings  on 
the  facts  of  individual  cases  in  dispute,  a  consideration  of  the  principles 
involved  may  serve  to  clarify  the  situation  for  all  parties  and  to  reduce 
materially  the  number  of  cases  of  this  character  coming  before  the 
Commission. 

Former  holdings  regarding  the  duty  of  the  utility  to  make  extensions 
within  a  municipality  are  reviewed,  and  the  Commission  concludes  that 
"it  seems  reasonable  to  hold  as  a  general  proposition  that  prima  facie 
a  utility  whose  franchise  in  a  municipality  is  community-wide  is  under 
the  correlative  duty  of  rendering  conmiunity-wide  service  and  of  con- 
structing at  its  expense  the  extensions  necessary  thereto," 

"Of  course,  there  will  be  cases  in  which  an  extension  at  the  utility's 
expense  even  within  a  municipality  in  which  the  utility  has  a  general 
franchise  would  not  be  just  or  reasonable  either  to  the  utility  or  the 
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existing  consumers.  Some  of  our  California  cities  cover  such  vast 
areas  of  territory  and  others  whose  area  is  smaller  nevertheless 
contain  unsettled  portions  so  far  removed  from  the  present  more 
thickly  populated  districts  that  it  cannot  be  expected  that  exten- 
sions must  uniformly  be  made  at  the  utility's  expense."     .     .     . 

"If  in  any  case  the  utility  considers  it  unreasonable  to  make  the 
extension  at  its  sole  cost,  the  matter  may  be  taken  up  informally 
with  the  Commission  or  determined  formally  as  provided  by  section 
36  of  the  Public  Utilities  Act."     ... 

The  Commission  says  it  is  not  feasible  at  this  time  to  establish  a  general 
rule  defining  free  limits  outside  of  municipalities. 

"The  Commission  naturally  desires  the  utility  to  be  as  liberal  as 
possible  in  the  construction  of  extensions,  but  regard  must  also  be 
had  to  the  utility's  financial  condition  and  the  rights  of  existing 
consumers.  If  the  parties  can  not  agree,  they  may  submit  the 
matter  informally  to  the  Commission  or  formally  as  provided  by 
section  36  of  the  Public  Utilities  Act. 

"The  Commission  has  frequently  drawn  attention  to  the  fact  that 
it  is  unreasonable  for  utilities  to  urge  that  each  extension  con- 
structed at  their  cost  must  be  profitable  in  itself.  Such  a  policy 
would  lead  to  grave  results  in  thwarting  the  development  of  this 
State  and  cannot  be  permitted  by  this  Commission. 

"The  Commission's  attention  has  recently  been  drawn  to  a  number 
of  cases  in  which  utilities  which  have  a  monopoly  in  certain  territory 
have  refused  to  make  extensions  in  cases  in  which  they  would  have 
made  them  had  there  been  competition  and  under  circumstances 
under  which  they  actually  do  make  extensions  in  other  territory  in 
which  competition  exists.  If  this  attitude  persists,  it  will  become 
the  matter  of  very  serious  consideration  from  the  Commission. 
If  a  utility  adopts  such  a  policy  in  any  part  of  the  territory  served 
by  it,  it  must  expect  this  fact  to  be  taken  into  consideration  if  another 
utility  of  like  kind  asks  authority  to  enter  the  territory  under  con- 
sideration or  anv  other  portion  of  the  territory  served  by  the  existing 
utility."     .     .     . 

Regarding  ownership  of  extension,  the  Commission  says: 

"The  utility  should  own  all  the  facilities  which  it  uses  to  serve  the 
public.  Endless  difficulties  and  annoyances  arise  under  any  other 
rule.  If  an  applicant  for  service  makes  payment  in  connection  with 
an  extension,  this  payment  should  be  regarded  as  a  loan,  to  be 
returned  under  reasonable  conditions.  The  title  to  the  extension 
should  become  vested  in  the  utility." 

"It  cannot  be  said  that  any  one  method  of  returning  such  loan  is  in 
itself  the  only  reasonable  rule.  At  times,  such  loans  are  returned 
piecemeal  as  additional  services  are  installed;  or  piecemeal  by 
crediting  periodically  stated  portions  of  the  consumer's  bills;  or  in 
.1  lump  sum  when  the  entire  periodic  revenue  from  the  extension 
totals  a  designated  sum.     The  utilities  should  in  the  first  instance 
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adopt  such  rule  or  regulation  as  they  consider  reasonable  under  the 
general  principle  herein  established,  subject,  of  course,  to  review  by 
this  Commission."     .     .     . 

The  following  rule  is  prescribed : 

"In  any  case  in  which  an  applicant  makes  a  payment  to  secure  the 
construction  of  an  extension  by  a  water,  gas,  electric  or  telephone 
utility,  such  payment  shall  be  considered  as  a  loan  to  the  utility,  to 
be  repaid  under  reasonable,  non-discriminatory  rules  and  regulations. 
Interest  shall  be  paid  on  such  loans  at  the  rate  of  6  per  cent  per 
annum." 

REFERENCES 
RATES 

520 — Determination  of  Demand. 

Method  of  Determining  Maximum  Demands  for  Rate  Making 
Purposes  by  Emmet  G.  Ralston.  Read  before  the  Indiana  Electric 
Light  Association,  Terre  Haute,  Indiana,  September  8,  1915. 

The  writer  states  that  any  rate  schedule  that  is  fair  to  all  customers  and  the  com- 
pany must  be  on  a  demand  basis.  Not  until  the  customer's  demand  was  taken 
into  consideration  in  rate  making  did  central  stations  begin  their  greatest  growth. 
The  definition  given  demand  and  maximum  demand  and  the  method  of  determin- 
ing the  demand  must  be  adapted  according  to  the  conditions  in  each  industry  or 
class  of  customers.  A  brief  account  of  each  type  of  measuring  instrument  and  the 
use  to  which  each  is  adapted  is  given.  It  is  suggested  that  the  best  procedure, 
both  economical  and  practical,  would  be  to  adopt  a  combination  of  methods. 
Thus,  small  consumers  could  have  their  demands  estimated  in  accordance  with 
previously  determined  rules.  Some  customers  could  have  their  peak  load  deter- 
mined from  simple  indicating  tests,  and  a  periodic  checking  of  their  operating 
conditions,  others  would  require  perodic  graphic,  or  Printometer  tests.  The 
remainder,  namely,  those  who  due  to  the  nature  of  their  business  and  operations 
have  extremely  fluctuating  demands  from  day  to  day,  should  be  equipped  with  a 
permanent  demand  indicator. 

PUBLIC  SERVICE  REGULATION 

210— Organization  of  Commissions. 

Organization  of  a  Public  Service  Commission,  by  Philander  Betts, 
Ph.  D.  Chief  Engineer  of  the  New  Jersey  Public  Utility  Commission. 
Aera.     September,  1915.  p.  95. 

The  organization  of  public  service  commissions  to  meet  varying  conditions  in  the 
small  as  compared  with  the  large  states,  and  under  laws  granting  broad  regulatory 
powers  to  the  Commission  as  compared  with  laws  prescribing  rules  to  be  enforced 
by  the  Commission,  is  discussed.  The  advantages  of  that  method  of  regulation 
in  whicli  the  rules  are  fixed  by  statute  are  given  as  follows:  (1)  the  Commission 
is  relieved  from  responsibility  regarding  the  reasonableness  of  the  rules  to  be  en- 
forced; (2)  the  rules  are  not  so  likely  to  be  chiuigod  as  the  membershii)  of  the  com- 
mission changes;  (3)  individual  interests,  whether  political  or  of  sonu' other  char- 
acter, have  less  influence  in  their  effect  upon  the  commission's  work.  The  dis- 
advantage of  having  arbitrary  rules  laid  down  by  statute  is  the  difficulty  of  altering 
statutes  once  enacted.  An  attempt  to  have  them  altered  usually  creates  a  sus- 
picion that  interested  parties  are  desirous  of  getting  away  from  proper  control. 
The  result  is  that  such  regulations  become  obsolete.  In  conclusion  this  writer 
discusses  the  advantage  of  state  over  local  regulation  of  utilities.     He  says: 
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810 — ^Municipal  or  Local  Regulation  of  Utilities. 

"In  many  of  our  states,  notaVjly  in  New  Jersey,  the  communities  have  grown 
together  in  such  a  way  as  to  obliterate  boundary  lines  and  there  are  very  few 
instances  where  the  operations  of  a  utility  are  confined  strictly  to  one  municipal- 
ity. A  number  of  street  railways  have  routes  which  operate  through  from 
three  to  seven  or  eight  municipalities.  The  largest  electric  light  company 
operates  in  approximately  170  municipalities;  the  largest  gas  company  also 
covers  an  extremely  wide  field.  Another  gas  company  operates  in  35  munici- 
palities.    One  large  water  company  supplies  service  to  47  municipalities. 

"Clearly,  in  such  a  state  of  affairs,  regulation  cannot  be  effectively  done  by 
bodies  whose  jurisdiction  is  confined  to  individual  municipalities.  Such  regu- 
lation can  only  be  done  by  a  state  agency. 

"Regulation,  to  be  effective  and  fair,  must  be  performed  by  the  state  agencies 
in  any  case,  as  regulation  by  municipal  authorities  would  be  equivalent  in 
most  cases  to  a  combination  of  prosecutor  and  judge  in  the  same  body,  and 
such  a  condition  is  of  course  not  only  entirely  improper  but  intolerable.  An- 
other reason  for  state  regulation,  is  that  general  standards  can  be  adopted 
which  can  be  applied  with  proper  uniformity  throughout  the  entire  state.  No 
ordinary  municipality,  excepting  a  few  of  our  very  largest  cities,  can  afTord 
to  employ  sufficiently  capable  experts  of  the  different  classes  to  supervise  the 
utilities  in  the  way  that  can  be  done  by  employes  of  the  state  whose  time  can 
be  divided  up  over  a  large  number  of  utilities." 


COURT   DECISION  REFERENCES 

224— Rates. 

Union  Pacific  R.  Co.  v.  Public  Utilities  Commission  of  K.\nsas. 

Decision  of  the  Supreme  Court  of  Kansas,  May  8,  1915.     148  Pacific 

667. 

In  reviewing  an  order  of  the  Public  Utilities  Commission  fixing  a  rate  on  coal, 
the  court  says: 

"The  courts  have  no  rate-making  power;  the  Legislature  cannot  confer  such 
powers  upon  us;  and  we  must  steadfastly  refrain  from  such  assumption  of 
such  powers.  When  our  jurisdiction  is  invoked  in  any  railroad  rate  case,  our 
duties  are  limited  to  a  determination  of  legal  questions.  Do  the  rates  return 
a  fair  compensation  as  constitutions  provide  and  as  statutes  contemplate? 
Are  the  rates  reasonable?  Are  they  discriminatory?  Are  they  extortionate? 
Questions  like  these  we  must  consider  and  determine."     .     .     . 

"It  is  true  that  there  is  a  presumption  of  validity  and  reasonableness  which 
attend  the  orders  of  the  Commission,  and  the  railroads  must  carry  the  burden 
of  showing  that  they  are  not  just  or  reasonable.  How  can  the  railroads  show 
in  dollars  and  cents  whether  this  rate  or  any  rate  on  any  one  commodity  is 
just,  reasonable,  or  fairly  profitable?  Can  the  items  of  cost,  the  wear  and 
tear  of  tracks,  engines,  and  cars,  the  time  and  wages  of  employes,  the  myriad 
individual  items  of  expense  which  enter  into  the  movement  of  slack  coal,  be 
segregated  from  the  general  expenses  of  moving  all  traffic?  It  may  not  be 
impossible,  but  human  skill  has  not  yet  achieved  that  result.  Thus  far,  an 
American  judicial  and  administrative  jurisprudence,  railroad  rate-making 
and  cost  of  moving  specific  commodities  are  but  guesses  and  estimates  based 
upon  averages,  e.xperiments,  and  tests  in  operation.  If  a  railroad  must  show 
absolutely  in  figures  of  arithmetic  that  a  rate  is  unprofitable,  then  no  rate  on 
one  specific  commodity  can  ever  be  proven  to  be  either  profitable  or  unprofit- 
able. The  best  the  railroad  can  ordinarily  do  is  to  produce  tables  of  prevailing 
rates  on  other  not  dissimilar  commodities  under  approximately  similar  condi- 
tions. But  the  question  would  still  remain  as  to  whether  or  not  all  the  com- 
parative rates  were  fair  and  just  or  unfair  and  excessive."     .     .     . 
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"The  Commissioners  live  in  an  atmosphere  where  freight  rates  are  studied, 
debated,  and  discussed  the  whole  year  round.  When  its  orders  ccme  up  for 
review  in  the  courts,  the  time  for  presentation  and  consideration  is  limited 
by  the  myriad  of  other  cases  involving  every  other  branch  of  the  law,  and  the 
substitution  of  the  court's  judgment  for  the  judgment  of  the  Commission 
ought  not  to  be  lightly  undertaken.  Even  in  ordinary  jury  cases,  where  the 
jurymen  bring  untrained  minds  to  the  solution  of  questions  of  fact,  neither 
the  trial  court  nor  this  court  will  trench  upon  the  province  of  the  jury.  With 
still  greater  reluctance  should  the  courts  interfere  with  findings  of  fact  made 
by  a  commission  chosen  and  trained  for  the  purpose  of  solving  such  intricate 
facts  as  usually  lie  at  the  basis  of  a  structure  of  freight  rates."     .     .     . 

The  court  holds  that  the  judicial  review  of  an  order  of  the  Commission  shall  be 
determined  according  to  equitable  principles  and  a  rate  may  be  "unreasonable" 
which  is  not  "confiscatory.' 


)i 


410 — Cost  of  Service. 

It  was  urged  that  it  is  not  necessary  that  a  particular  traffic  be  compensatory,  if 
the  carrier's  entire  state  business  show  a  profit.     The  court  says: 

"We  concede  that  that  doctrine  heretofore  has  been  avowed  by  the  highest 
courts.  But  right  lately  have  ccme  three  decisions  from  the  Supreme  Court 
of  the  United  States  which  disavow  that  doctrine  and  say  that  their  prior 
decisions,  which  are  said  to  have  sanctioned  that  view,  were  never  so  intended, 
and  that,  fairly  read,  they  never  furnished  a  basis  for  that  doctrine.  The 
cases  just  decided  are  Northern  Pacific  Eailway  Co.  v.  State  of  North  Dakota 
and  Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railway  Co.  v.  State  of  North 

Dakota,  236  U.  S.  585,  35  Sup.  Ct.  429,  59  L.  Ed. ;  and  Norfolk  &  Western 

Railway  Co.  v.  Attorney  General  of  West  Virginia,  236  U.  S.,  6C5,  35  Sup.  Ct. 
437,  59  L.  Ed. ,  all  decided  March  8,  1915."     .     .     . 

In  the  first  of  these  cases  Justice  Hughes  says  that  decisions  in  this  class  (a  long 
list  of  cases  are  cited)  "furnish  no  ground  for  saying  that  the  state  may  set  apart 
a  ccn:m,odity  or  a  special  class  of  trtflRc  and  inrpcee  tpcn  it  any  rate  it  pleases, 
provided  only  that  the  return  frcm  the  entire  intrastate  business  is  adeouate." 
Basing  its  conclusicns  upon  these  decisions  of  the  Supreme  Court  of  the  United 
States,  the  Court  says: 

"  Whatever  has  been  said  in  decisions  and  text-bcoks  to  the  effect  that  a  state 
or  a  state  ccn  mission  could  establish  a  rate  not  in  itpclf  compensatory,  pro- 
vided the  mass  of  state  rates  was  profitable,  may  as  well  be  discarded."  .  .  . 

132 — Protection  from  Competition. 

J^NiCKE  V.  WAfcHiKGTCN  MuiUAL  Teleiecke  Co.     recisicn  of  the 
8iJiP.iA5E  Cgult  cf  Kaksas.     July  10,  1615.     150  Pacific,  633. 

The  Washington  Telephone  Company,  plaintiff,  and  the  Washington  Mutual 
Telephone  Company,  respcr.dent,  are  cpeiating  in  the  city  of  Wa?hinglcn  and 
surrounding  territory  under  a  contract  agreed  to  by  the  city  and  both  ccirpanies. 
Under  the  contract  the  companies  were  to  operate  in  distinct  and  separate  fields 
and  the  subscribers  on  one  system  were  given  the  free  rse  of  the  other.  Action 
is  brought  to  enjoin  the  defendant  company  frem  violating  the  ccntiact  by  fur- 
nishing local  service  in  the  city  of  Washington,  encroaching  i  p(  n  the  f'eld  t-cryed 
by  the  plaintiff  under  the  contract.  The  court  finds  the  legal  phases  of  the  situ- 
ation favorable  to  the  plaintiff  and  points  out  that  the  agreement  of  the  companies 
to  avoid  duplication  e)f  facilities  and  afford  ccmplete  interchange  of  service  is 
a  desirable  one  anel  beneficial  to  the  jjublic.     The  court  says: 

"Two  telephone  systems  serving  the  same  constituency  place  a  useless  buiden 
upon  the  community,  cause  sorrow  of  heart  anel  vexation  of  spirit,  and  are 
altogether  un{lesiral>le.  The  jniblic  utilities  commission,  with  its  power  over 
rates  and  sufficiency  and  efficiency  of  service,  can  quickly  suppress  any  evil 
consecjuences  e)f  nione)i)oly,  anel  good  public  policy  favors  rather  than  discoun- 
tenances a  single  system." 
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fore   California    Commission 46 

Fort  Atkin.<;on  Water  &  Light  Corn- 
mis  sion.  Wi.v.consin  Commission 
decision   re   electric    rates 131 

Fort  Scott  Gas  &  Electric  Co.  v. 
City  of  Fort  Scott.  Kan.sas  Com- 
mission decision  re  ordinance  rates 
and  commission's  jurisdiction  over..        54 

Fort  Wayne,  Indiana.  Opinion  of  At- 
torney-General re  right  of  Com- 
mission to  order  extension  of 
street    car   lines 205 

Fort  Wayne  Municipal  JOlectric  Light 
&  Power  Works,  lieport  of  Indiana 
State  Board  of  Accountants  for 
1907-1913    7S 

G 

Gallitzin,  Borough  of.  Pennsylvania 
Commii'.sion  decision  re  purchase 
of  water  works  by  municijialit v 14 

Gardner  Gas,  Fuel  &  Light  Company, 
Gardner,  Mass.  Rates  for  gas  as 
of    June    1,    1915 195 

Gascho,      Noel      R.      Public      utilities, 

their    customers    and    the    public...      159 

Gear,  H.  B.     (The)  application  of  the 

diversity   factor   189 

Georgia — R.    R.    C. 

Macon  Railway  &  Light  Co.  Re- 
hearing of  rate  case 403 

Gillette,  Halbert  P.     (The)  appraisal 

of    "overhead    costs." 254 

Grafton  County  Electric  Light  & 
Power  Co.  et  al,  r.  State.  New 
Hampshire  Supreme  Court  decision 
re  mergei-   192,    239 

Great  Bear  Light  &  Power  Company, 
Ryder  v.  Decision  of  New  York 
Commission  (2D)  re  refusal  of 
service     217 

Great  Northern  Ry.  Co.,  State  v. 
Decision  of  Minnesota  Supreme 
Court  re  review  of  Commission's 
order  b>-  Court    288 

Great  Shoshone  &  Twin  Falls  Water 
Power  Co.  Idaho  Commission  de- 
cision re  special  rates  for  irrigation 
service     198 
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Great  Shoshone  &  Twin  Falls  Water 
Power  Co.  Report  of  Idaho  Com- 
mission to  Attorney  General  re 
propoaed  merger  of  electric  com- 
panies  in   southern   Idaho 211 

Guthrie  Gas,  Light,  Fuel  &  Improve- 
ment Co.  et  al.  Board  of  Education 
of  City  of  Guthrie,  r.  Oklahoma 
Commission  deciaion  re  special 
rates  and  cumulative  billing  to  pub- 
lic  buildings    179 

H 

Haines,  Town  of,  v.  Eastern  Oresron 
Light  &  Power  Co.  Re  ordinance 
riites.  Brief  in  behalf  of  Rail- 
road Commission,  before  Supreme 
Court     of     Oregon 285 

Hanlon  v.  Eshleman  et  al.  California 
Supreme  Court  decision  re  juris- 
diction of  Commisfiion  over  trans- 
fer  of   property 112 

Hodge,  William  H.      Financing  utilities        32 

Holding,  H.  H.     Value  of   the  service 

in    rate    making 'i"? 

Hollister,      V.      L.      (The)      induction 

watt-hour   meter    190 

Hood  River  Gas  &  Electric  Co., 
Campbell  et  al.  v.  Oregon  Com- 
mission decision  re  electric  rates 
: 329,    339,    405 

Huaciiuca    Water    Company.      Arizona 

Commission    decision    re    rates 117 

Hughe.'i,  E.   T.      Controlled  flat   rates      125 

Hydro  Electric  Co.  Oregon  Com- 
mission  decision    re    electric    rates      329 

f 

Idaho — P.   U.   C. 

Beaver  River  Power  &  Light   Co. 

re    competition    2o 

Great  Shoshone  and  Twin  Falls 
Water  Power  Company  re  spe- 
cial rates  for  irrigation  service  19  8 
Pocatello  Gas  and  Power  Com- 
pany V.  Southern  Idaho  Water 
Power  Company  re  water  heat- 
ing   rates    227 

Iclaho — P.  U.  C,  Murray  v.  Decision 
of  Idaho  Supreme  Court  setting 
aside  of  Commissiqp's  order  re 
rates  and  extension  of  service....  363 
Report  of,  to  Attorney  General, 
re   proposed   merger   of    electric 

companies    in    southern    Idaho 211 

Idaho  Power  and  Light  Company. 
Report  of  Idaho  Commission  to 
Attorney  General  re  proposed 
merger    of    electric    companies    in 

southern     Idaho     211 

Idaho — Supreme    Court. 

Murray  r.  Public  Utilities  Com- 
mission. Setting  aside  of  Com- 
mission's order  re  rates  and  ex- 
tension   of    service 3(>3 

Illinois— P.    U.    C. 

Auto  Supply  Co.  V.  Central  Illinois 
Public   Service   Co.      Re   electric 

rates   in    the    City   of    Olney 215 

Calhoun  Farmers'  Co-Operative 
Telephone     Co.       Re    protection 

from   competition    350 

Illinois— P.  U.  C,  Chicago,  M.  &  St.  P. 
Ry.  Co.  V.  Decision  of  Illinois  Su- 
preme Court  re  review  of  Com- 
mission's  order   by   court 144 

Illinois — P.  U.  C.  v.  Monarch  Refrig- 
erating Co.  Decision  of  Illinois 
Supreme  Court.  Public  utility  de- 
fined          143 


Illinois — Supreme    Court. 

Chicago,  M.  &  St.  P.  Ry.  Co.  v. 
State  Public  Utilities  Commis- 
sion   re    review   of    Commission's 

order   by    court 144 

Illinois  Public  Utilities  Commis- 
sion    V,     Monarch    Refrigerating 

Co.      Public  utility  defined 143 

Indiana.  Opinion  of  Attorney  Gen- 
eral re  right  of  Commission  to 
order     extension     of     street     car 

lines     205 

Indiana — Appellate    Court. 

Princeton  Light  and  Power  Co.  v. 
Ballard.  Re  liability  for  accident     304 
Indiana— P.   S.   C. 

Farmers'    and    Merchants'    Co-Op- 
erative   Telephone    Company    of 
Boswell.     Re  issue  of  .".ecurities        88 
Indianapolis    Light    and    Heat    Co., 
W.  H.  Peck  et  al.  v.     Rates  case 

291,     307 

Merchants     Heat      &      Light      Co., 

Moore   et   al.   v.  Rates   case 324 

Oakland  City  Electric  Light  & 
Power  Company  v.  Incorpo- 
rated   Town    of     Oakland    City. 

Re    rates    267 

Ti|(ton    Telephone    Co.    v.    City    of 

Tipton.      Re   contract    rates 268 

Indiana  P.  S.  C,  Opinion  of  Attor- 
ney General  to  the,  re  right  of 
Commission   to  order  extension  of 

street    car    lines    205 

Indiana — State  Board  of  Account- 
ants. Report  of  Fort  Wayne 
Municipal  Electric  Light  and 
Power    Works    for    1907-1913 78 

Indiana — Supreme    Court. 

Indianapolis,  Citj'  of,  Rice  v.,  re 
contract    rates   141 

Indianapolis,  City  of,  Rice  v.  Decis- 
ion of  Indiana  Supreme  Court  re 
contract    rates   141 

Indianapolis  Light  and  Heat  Co.,  W. 
H.  Peck  et  al.  v.  Rates  case.  In- 
diana   Commission    decision 291,    307 

Interborough  Rapid  Transit  Co., 
Continental  Securities  Co.  v. 
United  States  Circuit  Court  of 
Appeals,  2nd  Circuit  decision  re 
consolidation     128 

I.   C.  C. 

Rates     on     scrap    iron     from    gulf 

ports     125 

1915    Western   rate  advance   case..     376 
White     &     Co.     V.     Western     Union 
Telegraph  Company.  Re  right   of 
carrier     to    institute    classifica- 
tion   and    charge    249 

I.  C.  C,  (The)  original  cost  basis 
for    the    valuation   of    railroads    by 

the    149 

I.  C.  C,  Ellis  V.  United  States  Su- 
preme Court  decision  re  examina- 
tion  of    witnesses    208 

I.   C.   C. — Division  of  Valuation. 

Conference  with  state  commis- 
sions and  presidents'   conference 

committee    of     the    railroads 207 

Memorandum  on  Federal  valuation 
of  railroads  submitted  to,  by 
the  California  Railroad  Commis- 
sion           285 

Iowa    Central    Stations,    Facts    and 

factors    of,    by    Austin    Burt 93 

Ives,    Arthur    S.       Factors    in    rate 

making    15,    63 
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J 

Jenkins,  Township  of.  Pennsylvania 
Commisr.ion  decision  re  competi- 
tion   in    171 

Jenkins  Townohip  Electric  I^ight, 
Heat  &  Power  Co.  Pennsylvania 
Commission  decision  re  competi- 
tion           171 

Joplin,  City  of,  v.  Joplin  Water 
Works  Co.  Decision  of  Missouri 
Commission  re  reconnection 
charge     110 

Joplin     Water    Works     Co.       Mit5souri 

Commission    decision    re    rates 109 

Juniata,  Borough  of.  Pennsylvania 
Commission  decision  re  protection 
from    competition    in IIS 

K 

Kansas— P.  U.  C.  Fort  Scott  Gas 
&  Electric  Co.  v.  City  of  Fort 
Scott,  re  ordinance  rates  and  com- 
mission's   juriiidiction    over 54 

Kansas — ^P.  U.  C,  Union  Pacific  R. 
Co.  V.  Decision  of  Kansas;  Su- 
preme Court.  Review  of  commis- 
sion's   order    fixing    rates 415 

Kansas — Supreme    Court. 

American  Independent  Telephone 
Co.,  Kaul  et  al.  v.     Re  contract 

rater.    144 

Columbu.i,     City    of,    v.    American 

Gas    Co.      Re   ordinance    rates....     272 
State    ex    rel.    Caster    v.    Kansas 
Po;ital  Telegraph  Co.     Re  aban- 
donment    of    service .367 

Union  Pacific  R.  Co.  v.  Public  Util- 
itiea  Commission  of  Kansa.-;.  Re- 
view of  commission's  order  fix- 
ing   rates    415 

Washington  Mutual  Telephone  Co., 
Janicke   i\     Re   protection   from 

competition     416 

Kansas  City  Connecting  Railroad 
Co.      Mis.'iouri   Commission   decision 

re   unnecessary   duplication    282 

Kansa.'i  Gas  &  Electric  Co.  v.  City 
of  Cherryvale  et  al.  Decision  of 
United  States  Circuit  Court  of 
Appeals,  Sth  Circuit,  re  protec- 
tion   from    competition    139 

Kansas  Postal  Telegraph  Co.,  State 
ex  rel.  Caster  v.  Decision  of 
Kansas  Supreme  Court  re  aban- 
donment    of     service 367 

Kealy,     Philip    J.     (A)     discussion    of 

depreciation    366 

Kiefer,  Paul  J.     Central  station  rate 

making    398 

Kirksville  Eight,  Power  &  Ice  Co., 
Weaver  i\  Rates  case.  Decision 
of    Missouri     Commission 246 


L 

La  Grande  Commercial  Club  et  al. 
r.  Eastern  Oregon  Light  &  Power 
Co.  Decision  of  Oregon  Commis- 
sion   re    electric    rates 342 

Ladoff,     Isador.       (A)     new    step    in 

street    illumination    48 

Ladysmith  Lighting  Co.  Wisconsin 
Commission  decision  re  electric 
rate:;    68 

Lawrence    Gas    Co.      Massachufjetts 

Commission    decision    re    rates 72 

Lawton,   Willard  H.      Sinking   funds   in 

rate    valuations    126 


(The)  Lawyers'  Co-Operative  Pub- 
lishing Co.,  Rochester,  New  York. 
Public    Utility    lieports,    1915A 127 

Leeds,      England.      liates     based     on 

rateable    value    148 

Leeds  Farmers  Tel.  Co.,  Henton  et 
al.  i\  Decision  of  Wisconsin  Com- 
mi.ision    re   refusal   of    service 74 

Lehigh  Valley  Coal  Co.  et  al.  v. 
Bell  Telephone  Co.  of  Pennsylva- 
nia. Decision  of  Pennsylvania 
Commission  re  extension  of  serv- 
ice         122 

Lima-Honeo^e-Electric  Light  & 
Railroad  Co.  New  York  Commis- 
sion (2D)  decision  re  abandon- 
ment   of   operation   220 

Livergood,  Homer,  Joint  Author. 
Analysis  of  rates  of  gas  and  elec- 
tric utilitieti  in  Oklahoma,  by  R. 
W^.    Stinson   and    Homer    Livergood..      142 

Liverpool,   England.      Rates  based   on 

rateable    value    148 

Los  Angeles  Ry.  Corporation,  and 
City  Ry.  Co.  of  Los  Angeles.  Ap- 
plication of.  re  sale  of  property. 
California    Commission    decision 43 

Louisville  &  Nashville  Railroad  Co.. 
United  State;;  v.  Decision  of 
United  States  Supreme  Court  re 
inspection   of   company's   books 95 

tn 

McLean.    H.    L.,    Valuation    of    public 

utilities     189 

Macon  Railway  &  Light  Co.  Georgia 
Commission  decision.  Rehearing  of 
rates    caf.e    403 

Madison  Water  Co..  Kennison  et  al. 
1'.  Decision  of  Maine  Commission 
re    rates    and    service 204 

Maine— P.    U.    C. 

Bangor    Power    Co.      Re    issue    of 

bonds    250 

Black  Stream  Electric  Co.     Re  se- 
curity  issue   136 

Madison    Water    Co.,    Kennison    et 

al.    x\     Re    rates   and   service 204 

Maine — Supreme  Judicial  Court.  York 
Light  &  Heat  Co.,  State  v.  Re 
forfeiture    of    frnnchise    160 

Manchester.    England.      Rates    based 

on    rateable    va'ue    148 

Marin  Municipal  Water  I^istrict.  Cal- 
iforn'a  Commission  decision  re  val- 
uation  for  municinal   i)urchase....l54,    165 

MarlborouE-h  Electric  Petitions.  De- 
cision of  Massachusetts  Commi;;- 
sion    re    electric    rates   163 

Marlborough -Hudson  Gas  Co.,  Com- 
plaints v.  Decision  of  Massachu- 
setts   Commission    re    rates 279 

Massachusott:;.  General  laws  relat- 
ing to  the  manufacture  and  sale 
of  gas  and  electricity  (compiled 
by  Massachusetts  Gas  and  Elec- 
tric   Light    Commissioners,    1914)..      303 

Massachusetts — G.    &   E.   L.   C. 

Adams  Gas  Light  Co.     Re  protec- 
tion from  competition  275 

General  laws  relating  to  the  man- 
ufacture   and     sale    of    ga.?    and 

electricitv,    compiled    1914    303 

Lawrence  Petition.      Re  gas   rates        72 
Marlborough  Electric  Petitions.  Re 

electric    rates    163 

Marlborough-Hudson        Gas        Co., 

Comulaints    r.      Re    rates 279 

Milford    Electric    Light    &    Power 

Co.      Re    rates    35 
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Milford  Gas  Light  Co.     Re  prompt 

payment     di.'icount     214 

Natick  Gas  Light  Co.     Re  rates....      24S 
Report     for    year    ending    Decem- 
ber   31,    1914 223 

Rowley,    Town   of.      Application    re 

electric    rates    107 

(The)  Turner  Falhi  Power  &  Elec- 
tric Co.  and  the  Turner  Falls 
Co.      Re   merger   89 

(Merchant.')  Heat  &  Light  Co.)  De- 
cision of  Indiana  Supreme  Court 
in  Rice  v.  City  of  Indianapolis. 
Re  contract   rate.i  141 

Merchantn  Heat  &  Light  Co.  Rates 
case.  Indiana  Commission  deci- 
sion           291 

Merchants  Heat  &  Light  Co.,  Moore 
et  al.  V.  Rates  case.  Indiana 
Commission    decision    324 

Michigan — Supreme  Court.  Owo.'^so, 
City  of,  V.  Union  Telephone  Co. 
Re    rates    96 

Milford  Electric  Light  &  Power  Co. 
Massachusetts  Commission  deci- 
sion re  maximum  rates 35 

Milford  Ga.'!  I^ight  Co.  Massachu- 
setts Commission  decision  re 
prompt    payment    discount    214 

Millar.   Preston   S.    (The)    illumination 

of   interiors    255 

Millar,  Thomi^son,  Dunbar  and  Mar- 
tin. Coinmissions  with  juri.Tdiction 
over    public    utilities    generally 174 

Miller,  Kempster  B..  Valuation  of 
physical  property.  Abstract  of  ad- 
dre.is  before  National  Indepen- 
dent   Telephone    Association 15 

Milwaukee  Electric  Railway  &  Light 
Co.  Electric  rates  effective  Oc- 
tober 15,   1915   3S7 

Minneapolis,  St.  P.  &  S.  S.  M.  R.  Co. 
V.  State  Board  of  Railway  Com- 
missioners. Decision  of  North 
Dakota  Supreme  Court  re  review 
of   commission's    order   by    court....      192 

Minnesota — Supreme    Court. 

Great  Northern  Ry.  Co.,  State  v. 
Re  review  of  commission's  order 

by    court     2SS 

St.  Paul  Book  &  Stationery  Co.  v. 
St.  Paul  Gaslight  Co.  Re  elec- 
tric   rates    122 

Missouri — District  Court.  S.  D.  Mis- 
souri W.  D.  Snringfield  Gas  &  Elec- 
tric Co.  V.  Missouri  Public  Service 
Commission.  Rates  case.  Tem- 
porary   injunction    granted    259 

Missouri — P.   S.    C. 

Columbia    Telephone   Co.,    Simms   v. 

Re    rates    115 

Commercial  Club  of  Charleston  r. 
Missouri      Public      Utilities      Co. 

Rate.s    case    230 

Consumers      lOlectric      Light      and 

Power   Co.,  Meek  v.      Re   rates..        58 
Joplin,     City    of,     i;.    .Toplin    Water 
Works       Co.       Re       reconnection 

charge     110 

Joplin  Water  Works  Co.     Re  rates     109 
Kansas    City    Connecting    Railroad 

Co.      Re   unnecessary   du))lication      2S2 
Kirksville  Light,  I'ower  &  Ice  Co., 

Weaver    v.      Rates    case 240 

Mis.soui-i  Valley  Realty  Co.  v.  Cup- 
pies  Station  I^ight,  Heat  & 
Power  Co.  et  al.     Re  protection 

from   competition    121 

Rules    regulating   gas,    electric   and 

water    service   351 


West  End  Business  Men's  Asso- 
ciation r.  United  Railways  Co.  of 
St.  Louis.  Re  improvements  of 
ser^'^ice  ^51 

Missouri — P.  ''s.'"'c.',''' Springfleld 

&  Electric  Co.  v.  Decision  of 
District  Court,  S.  D.,  Missouri  W. 
D.  Rates  case.  Temporary  in- 
junction   granted     259 

Missouri  Pacific  Co.,  State  ex  rel.,  v. 
(Clark  et  al.)  State  Railway 
Commission.  Decision  of  Nebraska 
Supreme  Court  re  Commission's 
jurisdiction   over   rates   320 

Missouri  Public  Utilities  Co.,  (Com- 
mercial Club  of  Charleston  v.  De- 
cision of  Missouri  Commission. 
Rates    case    230 

Missouri  Valley  Realty  Co.  v.  (Sup- 
ples Station  Light,  Heat  and  Power 
Co.  et  al.  Decision  of  Missouri 
Commission  re  protection  from 
competition     121 

Monarch  Refrigerating  Co.,  Illinois 
Public  Utilities  Commission  v.  De- 
cision of  Illinois  SuDreme  Court. 
Public    Utility    defined    143 

Mongaup  Light.  Heat  &  Power  Co. 
New  York  Commission  (2D)  de- 
cision re  protection  from  compe- 
tition             44 

Montgomery  Light  and  Water  Co.  v. 
Montgomery  Traction  Co.  Deci- 
sion of  District  Court,  M.  D.  Ala- 
bama N.  D.  re  right  to  abrogate 
contract     95 

Montgomery  Traction  Co.,  Montgom- 
ery Light  &  Water  Co.  r.  Deci- 
sion of  District  Court,  M.  D. 
Alabama  N.  D.  re  right  to  abro- 
gate  contract    95 

Morrison.  G.  F.  (A)  review  of  the 
N.  E.  L.  A.  Lamp  Committee  re- 
port           366 

Mt.  Konocti  Light  &  Power  Co.  v. 
James  A.  Gunn,  Jr.  Decision  of 
California  Commission.  Rehear- 
ing   of    competition    case 170 

Mount  Union,  Borough  of,  Pennsyl- 
vania Commission  decision  re  com- 
petition   in    158 

N 

Nash,    L.    R. 

New  light    on  diversity   factor 36G 

Some   commercial   considerations   in 

central    station    rate  making 238 

Natick    Gas     Light     Co.       Massachu- 
setts Commission  decision  re  rates     248 
National    Civic    Federation. 

Arguments  against  municipal  own- 
ership.     December    4,    1914 64 

Arguments  for  municipal  owner- 
ship.     December    4,    1914 190 

N.    E.    L.    A.    1915    convention 1S9 

N.   E.    L.   A. 

Committee     on     meters.       Report, 

1915     223 

Conuiiit  tee  on  terminology.  Re- 
port,   1915    223 

Lamp  committee.     Report   1915.   A 

review   of,    by   G.    F.   Morrison....      336 
Public    policy    committee.      Report, 

1915     222 

Kate  Re.".earch  committee.  Re- 
port,   1915    188 

N.  E.  L.  A. — Iowa  Section.  Annual 
convention.     Keokuk,      Iowa,     April 

20-22,    1915    93,    352 

National    electrical    safety    rules,    by 

Edward   H.    Rosa  48 
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Nebraska — R.  C.  Tolk  County  Tele- 
phone Co.,  Marquis  v.  Re  rates..  356 
Nebrar.ka — R.  C,  State  ex  rel.  Mis- 
souri Pacific  Ry.  Co.  v.  Decision 
of  Nebraska  Supreme  Court  re 
Commission's        jurisdiction        over 

rates     320 

Nebraska — Supreme  Court.  State 
ex  rel.  Mis;'.ouri  Pacific  Ry.  Co.  v. 
(Clark  et  al.)  State  Railway 
CommisiTon.  Re  Commifision's  ju- 
risdiction over  ratea  320 

Nela    Park,    Cleve'and.      Life-testing 

equipment    for    tungsten   lamps 255 

Nevada — R.  R.  C.  Bell  Telephone 
Co.  of  Nevada.  Re  rateo  for  ex- 
tension   sets    396 

New  Hampshire — P.  S.  C. 

Connecticut  River  Power  Co.  Re 
issu'ng  of  securities  for  re- 
funding   purposes    351 

Report."^  and  orders  for  the  year 
ending    August     31,     1914.       Vol. 

IV     223 

New  Hampshire — Supreme  Court. 
Grafton  County  Electric  Light  & 
Power    Co.    et    al.    v.    State.       Re 

merger     192,     239 

New  Jer:iey — Court  of  Errors  and 
Appealfi. 

Passaic  and  Paterson,  Cities  of, 
V,  Board  of  Public  Utility  Com- 
mifssioners.        Re      90-cent      gas 

case    3S4 

Public  Service  Gas  Co.  v.  Board 
of  Public  Utility  Commission- 
ers.     Rehearing   of    90-cent    gas 

case     296 

West  Jerfiey  &  S.  R.  Co.  v.  New 
Jersey  Board  of  Public  Utility 
Com'r.'i.      Re    right    of    court    to 

review  Commission's  order  256 

New   Jersey — P.    U.    C. 

Annual  Report   for   the  year  1914..      352 
Farmingdale  Lighting  Co.     Re  dis- 
crimination   in    rates    280 

New  Jersey  Water  Co.  v.  Ephraim 

T.   Gill.      Re   contract    rates 13S 

Rockland   Electric   Co.      Re   rates..      375 
Wildwood    Anglesea    &    Holly    Beach 

Gas    Co.      Re   minimum    charge....        12 
New  Jersey — P.   U.   C. 

Cities  of  Pansaic  and  Paterson  v. 
Decision  of  New  Jersey  Court 
of  Errors  and  Appeals  re  90- 
cent    gas   case   384 

Public  Service  Electric  Co.  v.  De- 
cision of  the  New  Jersey  Su- 
preme      Court.       Free       lighting 

.'•.ervice    to    citv    discontinued 90 

Public  Service  Gas  Co.  v.  Deci- 
sion of  New  Jersey  Court  of 
Errors   and   Appeals.      Rehearing 

of   90-cent    gas   case 296 

West  Jersey  &  S.  R.  Co.  v.  Deci- 
sion of  New  Jersey  Court  of 
Errors  and  Appeals.  Re  right  of 
court     to     review    Commission's 

order    256 

New   Jer;:ey — Supreme    Court. 

Point  Pleasant  Waterworks  Co.  v. 
Mayor  and  Council  of  Borough  of 
Point  Pleasant  Beach  et  al.  Re 
exemption    from    taxation    under 

franchise     160 

Public  Service  Electric  Co.  v. 
Board  of  Public  Utility  Com'rs 
of  City  of  Plainfield.  Free  serv- 
ice   to  citv  discontinued 90 

New  Jersey  Water  Co.  v.  Ephraim 
T.  Gill.  Decision  of  New  Jersey 
Commission    re    contract    rates 138 


New  York. 

(The)   public  utility  number  of  The 

Evening    I'ost    31 

United    Electric    Light     &     Power 

Co.      Rates   as   of   May    1,    1915..        99 

New  York — Court  of  Appeals.  Peo- 
ple ex  rel.  New  York  Cent.  &  H. 
R.  R.  Co.  V.  Public  Service  Com- 
mission (2D).  Re  commutation 
rates    366 

New   York— P.    S.    C.    (ID). 

Annual   Report,   1913,   Vol.    II 352 

Annual  Report,   1914,  Vol.    1 352 

C.     Perceval,     Inc.,     v.     The     New 
York    Edison    Co.       Re    auxiliary 
service.      I'etition   for   rehearing     139 
New  York  and  Queens  Gas  Co.  Re 

extension    of    service 184 

Order  re  conr.umers'  deposits  with 

gas    companies    184 

Reports  of  decisions.     Vol.  IV  for 

the   year   1913    125 

Stadtlander  and  Ewo'dt  Com- 
p'aints  V.  New  York  Edison  Co. 

Rates    case    3 

United  Electric  I^ight  &  Power 
Co.,  Wilder  v.  Re  contract  rid- 
ers           83 

New  York — P.  S.  C.  (ID),  v.  North- 
ern Union  Gas  Co.  Decision  of 
New  York  Supreme  Court,  Appel- 
late Division,  re  charge  for  chang- 
ing  type  of  meter   336 

New  York — P.  S.  C.  (ID),  People  ex 
rel.  Dry  Dock,  East  Broadway  and 
Battery  Railroad  et  al.  i\  Deci- 
sion of  New  York  Supreme  Court 
re    refunding    bonds    234 

New   York — P.    S.    C.    (2D). 

Annual     report      for     year     ending 

1914.      Vol.    I    283 

Great    Bear    Light    &    Power    Co., 

Ryder  -!'.     Re  refusal  of  service     217 

Lima-Honeoye-Electric  I.iight  & 
Railroad  Co.  Re  abandonment 
of    operation    220 

Mongaup  Light,  Heat  &  Power  Co. 

Re   protection   from   competition        44 

New    York    Telephone    Co.      Rates 

case     136 

North  Tonawanda,  City  of,  v.  Nia- 
gara Light,  Heat  &  Power  Co. 
Re   abandonment    of    service 28 

Northern  New  York  Power  Cor- 
poration. Business  coriioration 
selling  electricit.v  incidentally, 
he!d  to  be  public  utility,  author- 
ized to  ho'.d  electric  utility 
stock     41 

Ulster  &  Delaware  Railroad  Co. 
Re  power  of  Commission  to  in- 
crease  rates  fixed  by  statute....     345 

New  York— P.  S.  C.  (2D),  People 
ex  rel.  New  York  Cent.  &  H.  R. 
R.  Co.  V,  Decision  of  New  York 
Court  of  Appeals  re  commutation 
rates    366 

New  York — Supreme  Court.  Dry 
Dock,  East  Broadway  and  Battery 
Railroad  et  al.  People  ex  rel.,  v. 
Decision  of  New  York  Commission 
re    refunding    bonds    234 

New  York — Supreme  Court,  Appel- 
late Division. 

Continental  Securities  Co.  v.  New 
York  Central  Railroad  Co.  Re 
issue  of  :;tocks  and  bonds 240 

Metzger  f.  New  York  State  Rail- 
ways.     Re    rates    368 
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Public  Service  Commission  (ID)  v. 
Northern  Union  Gaa  Co.  Re 
charge  for  changing  type  of 
meter     336 

New  York  &  Queens  Gas  Co.  De- 
cision of  New  York  Commission 
(ID)    re    extension   of    service 1S4 

New  York  Cent.  &  H.  R.  R.  Co., 
People  ex  rel.,  v.  Public  Service 
Commission  (2D).  Decision  of 
New  York  Court  of  Appeals  re 
commutation    rates    366 

New  York  Central  Railroad  Co., 
Continental  Securities  Co.  v.  De- 
cision of  New  York  Supreme  Court 
re   issue   of    stocks   and   bonds 240 

New  York  Edison  Co.  Rate  sched- 
ules  as    of   May    1.    1915 51 

New  York  Edison  Co.,  C.  Perceval, 
Inc.,  V.  Decision  of  New  York 
Commission  (ID)  re  auxiliary  serv- 
ice.     Petition    for    rehearing 139 

New  York  Edison  Co.,  Stadtlander 
and  Ewoklt  Complaints  v.  Deci- 
sion of  New  York  Commission  (ID) 
re   rates   3 

New  York  State  Railways,  Metzger 
V.  Decision  of  New  York  Supreme 
Court,  Appellate  Division,  re  rates      36S 

New  York  Telephone  Co.  Rates 
case.  Decision  of  New  York  Com- 
mission   (2D)    136 

(The)  New  York  Telephone  Co., 
statement  by  Union  N.  Bethell  re 
rate    reduction    46 

Niagara  Light,  Heat  &  Power  Co., 
City  of  North  Tonawanda  v.  De- 
cision of  New  York  Commission 
(2D)    re   abandonment    of    service..        28 

Nicholas,    Frederic.      Stability   in    the 

central    station    industry    400 

Norfolk  &  Western  Co.  v.  W.  G. 
Conley,  Atty.  Gen.  of  West  Vir- 
ginia et  al.  Decision  of  United 
States  Supreme  Court.  Passen- 
ger  rates   must    cover   cost 79 

North  Dakota — R.  C,  Minneapolis, 
St.  P.  &  S.  S.  M.  R.  Co.  V.  Decision 
of  North  Dakota  Supreme  Court 
re  review  of  commission's  order 
by    court     192 

North  Dakota — Supreme  Court. 
Minneapolis,  St.  P.  &  S.  S.  M.  R. 
Co.  i\  State  Board  of  Railway 
Commi.ssioners.  Re  review  of 
Commission's    order    by    court 192 

North  Tonawanda,  City  of,  v.  Nia- 
gara Light,  Heat  &  Power  Co. 
Deci.'iion  of  New  York  Commis- 
sion (2D)  re  abandonment  of  serv- 
ice             28 

Northern  New  York  Power  Corpo- 
ration. New  York  Commission 
(2D)  decision  holding  that  business 
corporation  selling  electricity  in- 
cidentally iii  a  public  utility  and 
authorized  to  hold  electric  utility 
stock    41 

Northern  Pacific  Ry.  Co.  v.  State  et 
al.  Decision  of  Washington  Su- 
preme Court.  Intangible  value  in- 
cluded   in    tax    value 78 

Northern  Pacific  Ry.  Co.  et  al.  v. 
State  of  North  Dakota  ex  rel. 
T.  F.  McCue,  Atty.  Gen.  Deci- 
sion of  United  States  Supreme 
Court.  Commodity  freight  rates 
must    cover    cost    79 


Northern  Union  Gas  Co.,  Public 
Service  Commission  (ID)  v.  De- 
cision of  New  York  Supreme 
Court,  Appellate  Division,  re 
charge  for  changing  type  of  meter 

Norton,   William  J. 
State    regulation 


336 
31 


Working   capital    383 

o 

Oakland  City  Electric  Light  & 
Power  Co.  v.  Incorporated  Town 
of  Oakland  City.  Decision  of  In- 
diana  Commission   re   rates 267 

Ogden,  George  A.,  Petition  of,  re 
increase  in  rates  for  warehouse 
service.      Decision      of      California 

Commission     ; 173 

(Ohio).      Municipal    ownership    174 

O.    E.    L.   A.      1915    convention 254 

Ohio — P.    U.    C.      Annual    report    for 

the   year   1914    253 

Oklahoma,  Analysis  of  rates  of  gas 
and  electric  utilities  in,  by  R.  W. 
Stinson   and    Homer    Livergood 142 

Oklahoma — C.   C. 

El  Reno,   City  of,  v.  El  Reno  Gas 

&   Electric  Co.      Re  gas  rates....        24 

Guthrie  Ga-s,  Light,  Fuel  &  Im- 
provement Co.  et  al..  Board  of 
Education  of  City  of  Guthrie  r. 
Re  special  rates  and  cumulative 
billing    to    public    buildings 179 

Oklahoma  Gas  &  Electric  Co.,  J. 
I.  Case  I'low  Works  et  al.  v. 
Re  minimum  charge  for  power....        38 

Oklahoma — C.  C,  Utility  appraisals 
under    order    No.     774    of    the,    by 

George    B.    Saunders    143 

Oklahoma — Supreme    Court. 

Atchison.  T.  &  S.  F.  Ry.  Co.  et 
al.  V.  State.  Re  jurisdiction  of 
commission    over    transportation 

companies     176 

Pawhu.ska  Oil  &  Gas  Co.  v.  City  of 
Pawhuska.      Re   ordinance    rates     175 

Oklahoma  Gas  &  Electric  Co.,  J.  I. 
Case  Plow  Works  et  al.  r.  Deci- 
sion of  Oklahoma  Commission  re 
minimum   charge   for  power 38 

Old  Colony  Trust  Co.  v.  City  of  Ta- 
coma.  Decision  of  United  States 
District  Court,  W.  D.  Washing- 
ton.     He    forfeiture    of    franchise       94 

Olney,  Illinois.  Auto  Supply  Co.  v. 
Central  Illinois  Public  Service  Co. 
Decision  of  Illinois  Commission  re 
electric    rates    in , 215 

Omaha  Electric   Light   &   Power   Co. 

Rates   as   of   August    10,    1915 370 

Omro  Electric  Light  Co.,  Charles- 
worth  et  al.  1'.  Decision  of  Wis- 
consin  Commission   re    rates 71 

Oregon — P.    S.    C. 

Bend,  City  of,  v.  Bend  Water, 
Light  &  Power  Co.     Rates  case     243 

Ea.stern  Oregon  I^ight  &  Power 
Co.  Re,  special  rates  to  news- 
papers   .'. 405 

Hood  River  Gas  &  Electric  Co., 
Campbell  et  al.  r.  Re  electric 
rates    329,    339,    405 

La  Grande  ConmTercial  Club  et 
al.  V.  JOastern  Oregon  Light  & 
Power    Co.      Re    electric    rates..      342 

Oregon — R.  C.  Annual  report,  De- 
cember   15,    1914    45 
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Oregon — Supreme  Court.  Haines, 
Town  of,  V.  Eastern  Oregon  Light 
<&  Power  Co.  Re  ordinance  rates. 
Brief  on  behalf  of  Railroad  Com- 
mission           2Sj 

Oshorn.     Stanley    R.       Illinoia     State 

Public    Utilitie.s    Commission    351 

Oshkosh  Waterworks  Co.  v.  Wiscon- 
sin Railroad  Commission.  Deci- 
sion of  Wi.sconsin  Supreme  Court 
re  valuation  for  municipal  pur- 
chase           2.36 

Owosso,  City  of,  v.  Union  Telephone 
Co.  Decision  of  Michigan  Supreme 
Court    re    rate.i    9fi 


P 

Pacific  Gas  &  Electric  Co.  Cali- 
fornia Commission  decision  re  is- 
sue of   stocks   21S 

Pacific  Gas  and  Electric  Co.  Hunt 
et  al.  V.  Decision  of  California 
Commission  re  extension  of  serv- 
ice           1S7 

Pacific  Gas  &  Electric  Co., 
Schwartz  t'.  Decision  of  Arizona 
Commission  re  minimum  charge....  134 
Pacific  Gas  &  Electric  Co.,  Specials 
V.  Decision  of  California  Commis- 
sion re  restoration  of  service 74 

Pacific  Tel.  &  Telg.  Co.  California 
Commission  decision  re  purchase 
of      local      telephone      company      in 

Dixon     75 

Pasadena,  California.  Municipal  op- 
eration  in   12S 

Passaic  and  Paterson,  Cities  of,  v. 
Board  of  Public  Utility  Commis- 
sioners. Decision  of  New  Jersey 
Court    of    Errors   and    Appeals    re 

90-cent   gas   case 3S4 

Pawhuska,  City  of,  Pawhuska  Oil  & 
Gas  Co.  V.  Decision  of  Oklahoma 
Supreme  Court  re  ordinance  rates  175 
Pawhuska  Oil  &  Gas  Co.  i\  City  of 
Pawhuska  et  al.  Decision  of  Okla- 
homa Supreme   Court    re  ordinance 

rates     175 

(Penn  Central  Co.)  Pennsylvania 
Commission  decision  re  competi- 
tion with  Rays  town  Water   Power 

Co ir.s 

Pennsylvania — District  Court,  M. 
D.  Wilkes-Barre  Light  Co.  Deci- 
sion holding  that  the  electric  com- 
pany is  not  a  manufacturing  com- 
pany subject  to  Bankruptcy  Act..  400 
Pennsylvania — P.    S.    C. 

Annual  report.     1913-1914 270 

Big    Springs    Electric    Co.,    Elliott 

et    al.    V.      Re    power    rates ISl 

East    Berlin   Railroad   Co.,    Brandt 

V.     Re  restoration  of   service....       S6 
Gallitzin,  Borough  of.  Re  purchase 

of   water   works    by   municipality       14 
Jenkins    Township    Electric    Light, 
Heat    and   Power   Co.     Re   com- 
petition          171 

Lehigh    Valley    Coal    Co.    et    al.    v. 
Bell   Telephone   Co.    of   Pennsyl- 
vania.     Re   extension   of   service     122 
Peoples  Natural  Gas  Co.     Re  pro- 
tection   fi-om    competition IIS 

Raystown    Water    Power    Co.      Re 

l)rotection    from    competition 15S 

Williamsport,  Petition  of  city  of, 
for  approval  of  contract  with 
Citizens'  Electric  Co.  Re  ju- 
risdiction of  commission  over 
contracts    182 


Pennsylvania  Railroad  Co.  v.  Puritan 
Coal  Mining  Co.  Decision  of 
United  States  Supreme  Court  re 
jurisdiction  of  courts  over  dis- 
crimination             92 

Peoples  Natural  Gas  Co.  Pennsyl- 
vania Commission  decision  re  pro- 
tection   from    competition    118 

Peoples  Water  Co.  California  Com- 
mission decision  re  valuation  for 
the    purpose    of    reorganization 408 

Peoples  Water  Co.,  Nickerson  v.  De- 
cision of  the  California  Commis- 
sion re  refund  of  connection 
charge    40 

Perceval  v.  The  New  York  Edison 
Co.  Decision  of  New  York  Com- 
mission (ID)  re  auxiliary  service. 
Petition   for   rehearing   139 

Pierce,  Henry  J.  Federal  water 
power    legislation    255 

Pittsburgh    Electric    Specialties    Co. 

(The)    story   of   lighting    rate    C...      398 

Plainfield,  N.  J. — Board  of  Public 
Utility  Com'rs  of.  Public  Service 
Electric  Co.  v.  Decision  of  New 
Jersey  Supreme  Court.  Free  light- 
ing  service    to   city   discontinued....        90 

Pocatello  Gas  &  Power  Co.  v.  South- 
ern Idaho  Water  Power  Co.  De- 
cision of  Idaho  Commission  re  wa- 
ter   heating    rates    227 

Pocatello  Water  Co.  Idaho  Su- 
preme Court  decision  setting  aside 
Commission's  order  re  rates  and 
extension  of   service   363 

Point  Pleasant  Beach  et  al..  Mayor 
and  Council  Borough  of.  Point 
Pleasant  Water  Works  Co.  v.  De- 
cision of  New  Jersey  Supreme 
Court  re  exemption  from  taxation 
under    franchise    160 

Polk  County  Telephone  Co.,  Mar- 
quis V.  Decision  of  Nebraska  Com- 
mission   re    rates     356 

Powell,  Richard  C.  Calculation  of  il- 
lumination        174 

Princeton  Light  &  Power  Co.  v. 
Ballard.  Decision  of  Indiana  Ap- 
pellate Court  re  liability  for  ac- 
cident           304 

Prouty,    C.    A.      Railway    valuation....     149 

Public  Service  Electric  Co.  v.  Board 
of  Public  Utility  Com'rs  of  City 
of  Plainfield.  Decision  of  New 
Jersey  Supreme  Court.  Free  light- 
ing   service    to    city    discontinued..       90 

Public  Service  Gas  Co.  r.  Board  of 
Public  Utility  Commissioners.  De- 
cision of  New  Jersey  Court  of 
Errors  and  Appeals.  Rehearing  of 
90-cent   gas   case   296 

Public  Utility  Reports,  1915A.  Pub- 
lished by  Lawyers'  Co-Operative 
Publishing  Co.,  Rochester,  New 
York     127 

Puget  Sound  Traction  Light  & 
Power  Co.  v.  Reynolds  et  al.  De- 
cision of  District  Court  W.  D., 
Washington  N.  D.  Re  contract 
rates    304 

Punga,  Franklin.  Combined  flat  rate 
and   meter    rate    15 

Puritan  Coal  IMining  Co..  Pennsyl- 
vania Railroad  Co.  r.  Decision  of 
United  States  Supreme  Court.  Re 
jurisdiction  of  courts  over  discrim- 
ination           92 
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R 

Railway  Mail  pay  and  public  opinion. 
Railway  Business  Association  Bul- 
letin    ;. 399 

Ralaton,  Emmet  G.  Method  of  de- 
termining maximum  demands  for 
rate    making    purposes    411 

Rate  Research   Committee.      Report 

1915     ISS 

Raystown  Water  Power  Co.  Penn- 
nylvania  Commission  decinion  re 
protection    from    competition    15S 

Rhinelander     Power     Co.       Wisconsin 

Commission  decision  re  rates 20 

Robb,  Russell.  A  problem  in  the  mak- 
ing   of    rates TS 

Rockland    Electric    Co.      New   Jersey 

Commission  decision  re  rates 375 

Roemer,  John  H.  Municipal  regula- 
tion of  public  utilities 189,   319,   383 

Rosa.  Edward  B.     National  electrical 

safety  rules  48 

Roth,  Louis.  Regulating  commis- 
sion;*,   now   in    46    sitates 365 

Rowley,  Town  of.  Application  re  elec- 
tric rates.  Decision  of  Massa- 
chusetts   Commission    107 

Rushmore,   David   B. 

(The)    electric  power  industry 191 

Fields    of    motor    application 255 


s 

Sacramento  Valley  Telephone  Co.  et 
al.  California  Commission  decision 
re  merger  of  competing  compa- 
nies           410 

St.  Louis  &  S.  F.  R.  Co.  et  al.,  Boyle 
V.  Decision  of  District  Court,  E. 
D.  Arkansas,  W.  D.  re  passenger 
rates    256 

St.  Paul  Book  &  Stationery  Co.  r. 
St.  Paul  Gaslight  Co.  et  al.  De- 
cision of  Minnesota  Supreme  Court 
re   electric    rates   286 

St.  Paul  Gaslight  Co.  et  al,  St.  Paul 
Book  &  Stationery  Co.  v.  Decision 
of  Minnesota  Supreme  Court  re 
electric   rates    2S6 

Saline  River  Ry.  Co.,  Rowland  et  al. 
V.  Decision  of  Arkansas  Supreme 
Court    re   operation   at    a   loss 336 

San  Diego  Electric  Railway  Co.  Cali- 
fornia Commission  decision  re  val- 
uation           2<I0 

San  Jose  Water  Co.  California  Com- 
mission   decision    re    rates 3SS 

Saunders,  George  B.  Utility  apprais- 
als under  order  No.  774  of  the 
Corporation  Commission  of  Okla- 
homa           143 

Schildharer,  Edward.  Electricity  in 
the  construction  and  operation  of 
the    Panama    Canal    239 

(Scotland).      Electric    power    in    the 

Scotch     industries     272 

Scott,   Charles   B.    (The)    human   side 

of   accident    prevention   272 

Seabrook,    A.    Hugh.       Rateable    value 

tariff     147 

(Seattle,  Wash.)  (The)  reMults  of  one 
year's  operation — Seattle  municiilal 
railway    320 

Sinsheimer,    Paul    A.      Regulation    of 

public  utility  securities  47 

Sioux  City  Gas  &  Electric  Co.  Elec- 
tric rates  as  of  August   1,   1915....      355 

Snyder,  F.  T.  Electric  furnace 
power   loads   224 


Southern  Idaho  Water  Power  Co., 
Pocatello  Gas  &  Power  Co.  v. 
Decision  of  Idaho  Commission  re 
water   heating   rates    227 

Springfield  Gas  &  Electric  Co.  v. 
Mi-'isouri  Public  Service  Commis- 
sion. Decision  of  District  Court, 
S.  D.  Missouri  W.  D.  Rates  case. 
Temporary  injunction  granted  259 

Stadtlander  "&  Ewoldt  Complainants 
V.  New  York  Edison  Co.  Deci- 
cioion  of  New  York  Commission 
(ID)    re  rates  3 

Steinmetz,  Charles  Proteus.  Con- 
trol and  protection  of  electric  sys- 
tems           366 

Stinson,  R.  W.  and  Homer  Livergood. 
Analysis  of  rates  of  gas  and  elec- 
tric   utilities    in    Oklahoma 142 

Stone,   C.  W.      A  brief  review  of   the 

electric   lighting  industry   191 


T 

Tacoma,  City  of.  Old  Colony  Trust 
Co.  V.  Decis'.ion  of  District  Court, 
W.  D.  Washington,  re  forfeiture 
of  franchise  94 

Tipton  Telephone  Co.  v.  City  of  Tip- 
ton. Decision  of  Indiana  Com- 
mission re  contract   rates 268 

Tucson  Gas,  Electric  Light  & 
Power  Co.  Arizona  Commission 
decision  re  capitalization  of  cer- 
tain   expenditures    269 

Tucson  Gas,  Electric  Light  &  Power 
Co.  Arizona  Commission  decision 
re    depreciation    fund    250 

(The)  Turner  Falls  Power  &  Elec- 
tric Co.  and  the  Turner  Falls  Co. 
Decision  of  Massachusetts  Coni- 
mis«ion  re  merger  89 


V 

L'hiler  and  Delaware  Railroad  Co. 
New  York  Commission  (2D)  de- 
cision re  power  of  commission  to 
increase    rates    fixed   by    statute....      345 

Union  I'acific  R.  Co.  v.  Public  Utili- 
ties Commission  of  Kansas.  Deci- 
sion of  Kansas  Supreme  Court. 
Review  of  commission's  order  fix- 
ing   rates    415 

Union  Telephone  Co.,  City  of  Owosso 
r.  Decision  of  Michigan  Supreme 
Court   re  rates  96 

United  Electric  Light  and  I'ower  Co. 

Rate  schedules  as  of  Mav  1,   1915. .83,  99 

United  Electric  Light  &  Power  Co., 
Wilder  v.  Decision  of  New  York 
Commission  (ID)  re  contract  rid- 
ers            !^'> 

L'nited  Light  &  Power  Co.  Califor- 
nia Commission  decision  re  rates 
fixed    by    contract    168 

l'nited  Light  &  Power  Co.  and  Sub- 
sidiary Companies.  California  Com- 
mission   decision    re    merger 200 

Pnited  Railway  Co.  of  St.  Louis, 
We.'U  End  Business  Men's  Asso- 
ciation et  al.  r.  Decision  of  Mis- 
souri Connnission  re  improve- 
ments   of    ser\ice    2.)1 

U.    S. — Bureau   of    Standards. 

Proposed  national  electrical  safet.\- 

code.      Circuar    No.    54 191 

Review  of  work  in  connection  with 

public    utility    standards    31 
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U.  S. — Circuit  Court  of  Appeals, 
2nd  Circuit.  Continental  Securi- 
ties    Co.     r.     Interborough     Ilapid 

Tranait    Co.      Re   consolidation 12S 

U.  S. — Circuit  Court  of  Appeals, 
8th  Circuit.  Kansas  Gas  &  Elec- 
tric Co.  V.  City  of  Cherryvale  et 
al.  Re  protection  from  competi- 
tion           139 

United    States    Postal    Rates.      Ex- 
tract   from  Journals   of   Congress. 
Vol.    IV   re   value   of   the   service....        19 
U.   S. — Supreme   Court. 

Den  Moines  Gas  Co.  r.  City  of  Des 

Moines    et    al.      Rates    case .314 

Interstate  Commerce  Commission, 
EUi.i  r.  Re  examination  of  wit- 
nesses           20S 

Norfolk  &  Western  Ry.  Co.  v.  W. 
G.  Conley,  Atty.  Gen.  of  West 
Virginia  et  al.     Par.senger  rates 

must    cover    cost    79 

Northern  Pacific  Ry.  Co.  et  al.  v. 
State  of  North  Dakota  ex  rel. 
T.  F.  McCue.  Atty.  Gen.  Com- 
modity freight  rates  must  cover 

cost     79 

Pennsylvania  Railroad  Co.  v,  Puri- 
tan Coal  Mining  Co.  Re  juris- 
diction of  courts  over  discrim- 
ination             92 

United  States  v.  Louisville  &  Nash- 
ville   R.    R.    Co.       Re    inspection 

of     company's    books 95 

United  States  v.  Louisville  &  Nash- 
ville R.  R.  Co.  Decision  of  United 
States  Supreme  Court  re  inspec- 
tion of  company'.",  books 95 

(The)  Utilities  Bureau.  Utilities 
Magazine    352 


Vail,   Theodore   N.      Public   service....       16 
Vincent.   Jr.,  W.   G.      Inventories  and 

appraisals    3 S3 

IV 

Wagner,  H.  W.  Joint  Author.  Elec- 
tric central  station  oneration  bv 
F.  A.   Fish  and  H.  W.  Wagner 191 

Walton  V.  Proutt.  Decision  of  the 
Arkansas  Suiireme  Court  re  citi- 
zen's right  to  sue  to  compel  com- 
pany':i    compliance    with    franchise..        93 

Washington.  An  act  amending  the 
Washington  public  service  commis- 
sion   law,    March    19,    1915 300 

Washington — Difitrict  Court,  W.  D. 
Washington  S.  D.  Old  Colony  Trust 
Co.  V.  City  of  Tacoma.  Re  forfei- 
ture   of    franchise    94 

Washington — District  Court,  W.  D. 
Washington  N.  D.  Puget  Sound 
Traction  Light  &  Power  Co.  r\ 
Reynolds  et  al.   Re  contract   rates      304 

Washington — P.   S.   C. 

Everett  Gas  Co.,  Hendrie  et  al.  v. 
Re  protection   from   competition     250 

Washington — Supreme  Court.  North- 
ern Pacific  Ry.  Co.  r.  State  et  al. 
Intangible  value  included  in  tax 
value     78 

Washington  &  Maryland  Railway  Co. 
District  of  Columbia  Commission 
decision    re    valuation    1,35 


Washington  County  Telephone  Co. 
Wisconsin  t^ommiss'on  decision  re 
value  allowed  for  duplicated  prop- 
erty discarded  after  consolidation 
of   comiieting   comiianies    407 

Was'.hington  Mutual  Telephone  Co., 
Janicke  v.  Decision  of  Kansas  Su- 
preme Court  re  protection  from 
competition     41C 

Weber,      George     W.      Public     utility 

strikes     223 

West  End  Busines.^  Men's  Associa- 
tion et  al.  V.  United  Railways  Com- 
pany of  St.  Louis.  Decision  of 
Missouri  Commission  re  improve- 
ment    of    serxice     251 

West  Hartleiiool  (lOng. )  Corporation 
Electricity  Works,  Burn  Road. 
Rates    based    on    rateable    value....     14S 

West  Jersey  &  S.  R.  Co.  v.  New  Jer- 
sey Board  of  Public  Utility 
Com'rs.  Decision  of  New  Jersey 
Court  of  Errors  and  Appeals  re 
right  of  court  to  review  Commis- 
sion'.",   order    256 

West  Virginia — P.  S.  C.  Rules  for 
the  government  and  regulation  of 
electric,  water  and  gas  utilities. 
July    15,    1915    2S1 

West  Virgmia — P.  S.  C,  State  ex 
rel.  V.  Baltimore  and  Oh'o  Railroad 
Co.  Decision  of  West  Virginia  Su- 
preme Court  of  Appeals  re  Com- 
mission's right  to  modify  rate  fixed 
by    legislative    act    303 

West  Virginia — Supreme  Court  of 
Appeals.  State  ex  rel.  Public 
Service  Commi.'-.sion  v.  Baltimore 
and  Ohio  Railroad  Co.  Re  Com- 
mission's right  to  modify  rate 
fixed   by   legislative  act 303 

Westboro  Telephone  Co.  Wisconsin 
Commission  decision  re  protection 
from    competition    120 

Western  Union  Te'egraph  Co.,  White 
&  Co.  1'.  Decision  of  Interstate 
Commerce  Commission  re  right  of 
carrier  to  institute  classification 
and    charges    249 

White  &  Co.  V.  Western  ITnion  Tele- 
graph Co.  Decision  of  Interstate 
Commerce  Commission  re  right  of 
carrier  to  institute  classification 
and    charges    249 

Wildwood  Anglesea  &  Holly  Beach  Gas 
Co.  New  Jersey  Commission  de- 
cision   re    minimum    charge 12 

Wilder  r.  United  Electric  I^ight  and 
Power  Co.  Decision  of  New  York 
Commission  (ID)  re  contract  rid- 
ers            83 

Wilkes-Barre  Light  Co.  Decision  of 
District  Court,  M.  D.  Pennsylva- 
nia. Holding  that  the  electric  com- 
pany is  not  a  manufacturing  com- 
pany subject    to  BankruiUcj-  Act....      400 

Williamsport,  Petition  of  city  of,  for 
approval  of  contract  with  Citi- 
zens' Electric  Company.  Decision 
of  Pennsylvania  Commission  re  ju- 
risdiction of  commif:ision  over  con- 
tracts           182 

Wilson,  H.  W.     Municipal  electric  light 

operations    in    Cleveland    384 

Wisconsin — R.    R.    C. 

Appleton,  City  of.  Re  water  rates     151 
Barron,   Light   and  Water  Commis- 
sion of  the  City  of.     Re  rates..     406 
Be'oit,    City    of,    r.    Beloit    Water, 
Ga.s   &    Electric    Co.      Re  water 
and    electric    rates   99 
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Brodhead  Municipal  Electric  Util- 
ity.     Re    ratea    123 

Burlington  Electric  Light  &  Power 

Co.      Re    electric    rates 67 

Clark    County    Telephone    Co.      Re 

rates    1.3 

E.Stella  Farmers'  Telephone  Co.  Re 

protection  from  competition 203 

Port  Atkinson  Water  &  Light 
Commission.      Re    electric    rates     131 

Ladyamith   Light   Co.     Re  electric 

ratef)     68 

Leeds  Farmers  Tel.  Co.,  Henton 
et   al.,   f.  Re   refusal   of  service       74 

Omro  Electric  Light  Co.,  Charles- 
worth  et  al.  V.     Re  rates 71 

Reports  of  decisions.  Vols.  12 
and  13,  May  20,  1913,  to"  Febru- 
ary   16,    1914    12.5 

Rhinelander   Power   Co.      Re   rates        20 

Waahington  County  Telephone  Co. 
Re  value  allowed  for  duplicated 
property  discarded  after  con- 
solidation of  competing  compa- 
nies         407 

Westboro    Telephone    Co.       Re    pr6- 

tection    from    competition    120 

Wisconsin-Minnesota  Light  & 
Power  Co.  Re  extension  of 
aervice    Ill 


Wisconsin — R.  R.  C,  Duluth  St.  Ry. 
Co.  V.  Decision  of  Wisconsin  Su- 
preme Court  upholding  Commis- 
sion's order  reducing  rates 358 

Wisconsin — R.  R.  C,  Oshkosh  Wa- 
terworks Co.  V,  Decision  of  Wis- 
consin Supreme  Court  re  valua- 
tion   for   municipal    purchase 236 

Wisconsin — Supreme   Court. 

Duluth  St.  Ry.  Co.  v.  Wisconsin 
Railroad  Commiss'on.  Upholding 
Commission's  order  reducing 
rates    358 

Oshkosh    Waterworks    Co.    v.    Wis- 
consin   Railroad    Commission.    Re 
valuation   for  municipal  purchase     236 
Wisconsin — Minnesota  Light  &  Power 
Co.      Wisconsin    Commission    deci- 
sion  re   extension   of    service Ill 

Woolfolk,   W.    G.      Appraisal  of  public 

utility    properties 63,    126 

Wyoming — P.   S.   C,   Law  creating 64 

Y 

York  Light  &  Heat  Co.,  State  v.  De- 
cision of  Maine  Supreme  Judicial 
Court    re    forfeiture    of    franchise      160 

Young,  Allyn  A.,  and  Joseph  S.  Da- 
vis.  Depreciation  and   rate   control      126 

Young,  James  T.  Government  reg- 
ulation   of    business    143 


